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Tue Bureau of Economic and Business Research of the 
Temple University School of Business and Public Admin- 
istration was organized to provide a vehicle for stimulat- 
ing and coordinating analytical studies. Its primary 
objectives include (1) service to the alumni as well as to 
the faculty and students of the University by bringing 
to their attention pertinent developments in the world of 
business, and (2) service to business and government by 
making contributions to the solution of specific problems. 
To this end, the Bureau both carries on specialized research 
and publishes quarterly the Economics and Business 
Bulletin, containing some of the significant results of its 
current studies. 


The reader’s appraisal of the Bulletin and comments 
upon it are solicited. The Bureau also will appreciate 
receiving suggestions and requests for particular studies. 


The opinions and views expressed in the articles con- 
tained in this Bulletin are those of the writers and cannot 
be construed as the official opinions or policies of the 
School of Business. 
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The 1956 Presidential Election—The Issues and 
the Campaign 
by WILLIAM J. McCKENNA* 


The 1956 Presidential campaign—its 
personalities and issues are the subject 
of this article. Decisive in this campaign 
appear to be the health of the President 
and the candidacy of Vice President 
Nixon. The writer of this article predicts 
that the Republicans will win by a 
greater percentage of the popular vote 
than in 1952, He also predicts that the 
Republican Party will carry both the 
United States Senate and the House of 
Representatives. 


Ed. Note: Departing from its normal 
policy on elections, the Bulletin, in this 
issue, is presenting this article by Dr. 
William J. McKenna, whose work in this 
field has met with wide interest among 
the readers. A number of requests for 
this kind of analytical prediction this 
year has led the staff to make this ex- 
ception to policy. The views expressed 
by this author are his own and may in 
no way be construed as those of the 
Bulletin or the Temple University 
School of Business and Public Adminis- 
tration. 


THE 1956 Presidential election promises 
to be unique. The Republican Party, 
flushed from its victory in 1952, has re- 
nominated President Eisenhower and 
Vice President Nixon by acclamation. In 
Dwight D. Eisenhower the Republicans 
feel that they have one of the most popu- 
lar and best loved presidents in history, 
and a president whose hold upon the 
affections of the American public has al- 
most transcended party affiliation. The 
Democratic Party has seldom attacked 
President Eisenhower personally, nor 
has it questioned his honesty or in- 
tegrity. 

In Richard Nixon the Republican 
Party has a most controversial candidate 


*William J. McKenna is an Assistant Pro- 

fessor of Economics in the Temple University 

=" of Business and Public Administra- 
on. 


for Vice President. He has transformed 
the Vice Presidency from a relatively 
unimportant and inactive post to one of 
great significance in national and inter- 
national affairs. 


There are no neutrals in reference to 
Richard Nixon. He is either thoroughly 
liked or thoroughly disliked. It is an 
indisputable fact that there are many 
voters, including both Republicans and 
Independents, who simply do not like 
Mr. Nixon. It was this factor that in- 
fluenced Harold Stassen, Special Assist- 
ant to the President on Disarmament 
Matters, to launch his ill-timed and ill- 
fated attempt to substitute Governor 
Christian A. Herter of Massachusetts for 
Richard Nixon as the Republican Vice 
Presidential candidate. The youthful 
Nixon has already assumed the brunt of 
the campaign, and is being subjected to 
continuing attack by the Democratic 
Party as a part of the general campaign 
strategy. 

Despite the renomination of Dwight D. 
Eisenhower and Richard Nixon the 
Democratic Party feels that it has a 
stronger ticket in 1956 than in 1952. The 
Democrats are convinced that in Adlai 
Stevenson they have a candidate who has 
mellowed much since 1952. They feel 
that he has become a warmer personality 
and will prove a much better vote getter 
than he was in 1952. In selecting Estes 
Kefauver as Stevenson’s running mate, 
the Democrats expect that he will bring 
added vote-getting strength to the 
ticket. 


GENERAL CAMPAIGN 
STRATEGY 


In a sense the presidential campaign 
began after the Congressional elections 
in 1954. The Democrats regained con- 
trol of both houses of Congress in that 
election. Although the Democratic Con- 
gress and the Republican President “got 
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along fairly well”! the session was not 
without its partisan battles. 


Since the adjournment of Congress on 
July 28, the general campaign strategy 
of both parties has become evident. The 
Republicans contend that the record of 
the Congress would have been better if 
there had been a Republican majority. 
The Democrats have asserted that the 
84th Congress was “the hardest working 
Congress in history”? and that it was 
motivated by a “concern for the people’? 
that “narrows partisan consideration.’ 
The Democrats also maintain that the 
record of the 84th Congress demon- 
strated the need for more Democrats in 
Congress for they voted “like we always 
did” on proposals since “the President 
advocated many of the things we have 
always looked for.”® These proposals of 
President Eisenhower would have had 
greater support, the Democrats claim, 
if there had been more Democrats in 
Congress. Thus, the general strategy of 
both the Republican and Democratic 
Parties is to praise the record of the 
84th Congress and claim the record of 
accomplishments would have been better 
if each had had greater representation 
in Congress. 


The general approach of each party 
differs somewhat from the usual in the 
present presidential campaign. For the 
first time in recent history, the Republi- 
can candidate, President Eisenhower, is 
engaging in a “front porch” campaign. 
This campaign involves extensive use of 
television, and personal appearances in 
strategic centers. The burden of the 
Republican campaign, however, is falling 
upon Vice President Nixon. He is en- 
gaging in one of the most active cam- 


1Statement of the Republican leader of the 
House of Representatives, Congressman 
Joseph W. Martin, of Massachusetts, made 
at the close of the 84th Congress on July 28, 
1956 (Philadelphia Inquirer, July 29, 1956, 
Section B, p.1, Col. 3.) 


2Statement of Senate Democratic Leader, 
Lyndon B. Johnson of Texas, also made at 
the close of the 84th Congress (Ibid.) 

3Ibid. 

4Ibid. 

5Statement by Democratic House Majority 
Leader, Sam Rayburn, of Texas, made at 
the close of the 84th Congress. (Ibid.) 


paigns of any recent candidate for the 
office of Vice President, and before the 
campaign is over he may have made more 
speeches and traveled further than any 
other nominee in history. 

Mr. Nixon’s theme is essentially the 
record of President Eisenhower, his in- 
fluence in this country and in the world 
and that if “peace, prosperity and 
progress” are to be maintained the re- 
election of President Eisenhower is 
essential. 


The personality of President Eisen- 
hower dominates the campaign. Seldom 
in American history has the Republican 
Party been more united behind its can- 
didate, and never have they presented a 
candidate with as great a reservoir of 
good will and affection among the 
American people. The strategy of the 
Republican Party is to translate this 
good will and affection into votes for 
both the National ticket and for Con- 
gressional and local offices. 

The Democratic Party’s approach to 
the presidential campaign is a vigorous 
one. It is attacking the Republican ad- 
ministration bitterly at the national and 
local levels. It has adopted an aggressive 
barn-storming campaign. Adlai Steven- 
son, the presidential nominee, and Estes 
Kefauver, his running mate, have al- 
ready gone through a grueling schedule 
of travel and campaigning. This will be 
intensified greatly in the coming weeks. 
Extensive use of radio and television is 
also being made by Stevenson and 
Kefauver. The Democratic Party has no 
intention of allowing this election to go 
by default and they exhibit a high de- 
gree of confidence. 

Generally speaking, the Democratic 
campaign so far has not been directed 
principally at President Eisenhower, al- 
though he and his record have been 
attacked. The Democrats have empha- 
sized the roles of those who surround him, 
and the Republican Party generally. 
They have asserted that many Republi- 
cans give lip service to President Eisen- 
hower’s program, but fail to support him 
when the chips are down. In this way, 
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they use President Eisenhower, as a 
“front” for their own _ partisanship. 
They claim that the President has had 
to depend upon the Democrats to get 
many of this major programs enacted in 
Congress. The Democrats are also em- 
phasizing the changes made by the 
Republican Party and the “McKinley 
Conservation” of many elements within 
that party. The brunt of the Democratic 
campaign, thus far, appears to be 
directed against Vice President Nixon. 


Thus, according to the Democrats, 
President Eisenhower is a “captive” and 
a “tool” of the conservative wing of the 
Republican Party, and the only hope for 
effective legislation lies with the Demo- 
cratic Party. 


THE 1954 AND 1956 
CONGRESSIONAL CAMPAIGNS 


Many Republicans believe that the 
close Congressional elections of 1954 re- 
vealed an inherent strength in the Re- 
publican movement. Although the loss 
in mid-term elections is normally from 
4 to 6 in the Senate and 40 in the House 
of Representatives, the net Republican 
loss in 1954 was one seat in the Senate 
and 18 in the House, the lowest mid-term 
Senate and House seat losses since 1868. 
(See Table 1.) 


However, the victory by the Demo- 
cratic Party in the Congressional elec- 
tions of 1954 has encouraged many 
Democrats to believe that the resurgence 
of the Republican Party is illusory. 
Many Democrats are placing great em- 
phasis on seats in the Senate and House 
of Representatives. This is an important 
approach to election tactics. There are 
many Democrats who contend that the 
larger the percentage of eligible voters 
who vote, the greater will be the support 
of the Democratic Party.6 This is based 


6It is estimated that approximately 54 per- 
cent of all eligible voters are Democratic. 


TABLE I 


Number of Senate and House Seats Lost 
by the President’s Party in Mid-Term 
Congressional Elections, 1870-1954 


Losses of Congressional Seats 
in Mid-term Elections 


House 
Senate of 

Year Rep. Dem. Rep. Dem 
1870 —4 —45 
1874 —4 —85 
1878 —6 —10 
1882 +1 —29 
1886 +3 —14 
1890 +8 —78 
1894 —113 
1898 +6 —19 
1902 +3 —113 
1906 +3 —28 
1910 -—9 —58 
1914 —4 —61 
1918 —8 —26 
1922 —78 
1926 —7 —10 
1938 —6 
1942 -9 —45 
1946 —12 —55 
1950 —5 —28 
1954 —18 


1Comparisons are with the Congressional seat totals of the 
preceding presidential elections, third parties excluded. 
2After 1913 all U. S. Senators were elected by popular vote 
by virtue of the 17th Amendment 


3Democratic party increased its total seats by 27. Thus, 
both parties gained as a result of the Reapportionment Act 


of 1901 

4Senator Wayne Morse of Oregon was elected as a Republican 
in 1950. Therefore, for purposes of comparison, he is 
counted as a Republican. He voted for a Democratic or- 

ganization of the Senate in January, 1955. 

Source: U. S. Department of Commerce, Historical Statistics 
of the U. S., aa aes Washington, D. C., 1949, Table 
Series p. 50- 56. p. 293; Gallup’s Political Almanac, 1952, 
p. 60, 65; and, New York Times, November 4, 1954. 


on the contention that if the normally 
“stay at home” voter will come out and 
vote, a majority will vote Democratic.7 


However, in the 1952 Presidential elec- 
tion a total of 62.7 percent of the eligible 
voters actually voted, the record since 


7According to Dr. George Gallup, in 1948 
there were 46 million of the 93 million citizens 
eligible to vote who did not do so because of 
the following reasons: (1) 7.7 million from 
Southern states because of poll taxes and 
other local reasons; (2) 4.7 million unable to 
go to the polls because of illness at home 
and/or in the hospital; (3) 3.4 million away 
for business or pleasure; (4) 2.0 million not 
meeting residence requirements; (5) 2.8 mil- 
lion unable to read or write; (6) 0.6 million 
in District of Columbia; (7) 0.2 million in 


armed forces not using absentee ballots; (8) 
24.2 million not voting because of indifference 
or inconvenience. (See U. S. News and World 
Report, October 15, 1947.) 
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TABLE 2 


Democratic Percentage of Total Major Party Vote for Congressional 
Districts in Which a Sharp Reduction in the Democratic Majority 
Occurred Between the Elections of 1950 and 1952 


Percentage Democratic of Major Party Vote 


State District 1950 1952 
California Sixth Unopposed 50.6 
Colorado First 51.0 51.1 
Fourth 57-3 50.0 

Florida First Unopposed 50.8 
Idaho First 49.5 50.3 
Illinois Ninth 51.8 52.3 
Kentucky Second Unopposed 544 
Missouri Eighth 54.6 52.7 
Eleventh 64.7 50.4 

Montana First 60.9 50.7 
New Jersey Thirteenth 55.6 54.0 
Fourteenth 59.2 53.0 

New York Sixth 59.3 52.0 
61.0 

Ohio Sixth 50.8 50.1 
Pennsylvania Thirteenth 51.2 50.2 
Twenty-first 52.2 52.1 

Virginia Third Unopposed 58.1 
West Virginia Second 54.3 51.5 


Source: U. S. News and World Report, January 16, 1953, p. 19, for 


the Congressional Districts. 
from Gallup's Political Almanac, 1952. 


The percentages for 1950 are 
The 1952 percentages 


are computed. 


1920. Nevertheless, all organizations 
actively supporting the Democratic 
Party in 1956 are making an all-out effort 
to secure the highest possible total vote 
turnout. In marginal districts the suc- 
cess of this total could well be the de- 
cisive factor in victory or defeat. 


In the 1952 Presidential election the 
Republican Party won control of the 
Senate by only two seats (49 to 47) and 
of the House of Representatives by only 
six seats (220 to 214). This was one of 
the closest congressional elections in 
any presidential year since 1876 in the 
House of Representatives8 and since 1888 


8In the disputed Hayes-Tilden election of 
1876 the victorious Republican Party had 
only 140 (47.8 percent), and the Democrats 
had 153 (52.2 percent) of the House of Repre- 
sentatives seats. 


in the Senate.® 

Great hope is held by the Republican 
Party that in the 1956 Congressional 
elections the simultaneous re-election of 
a Republican president will carry along 
many Congressional and several Senate 
seats. 

In the _ re-elections of presidents 
there is a. tendency for the total con- 
gressional vote to be a greater percentage 
of the presidential vote than in the first 
election. Under this “coattail” pull, the 
Republicans hope that the total vote for 
their congressional candidates will in- 
crease. Such an increase, if it occurs, 
could be important in close congressional 


9In the 1888 presidential election the vic- 
torius Republicans, under Harrison, had a 
majority of only two seats in the Senate 
(39 to 37). 
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TABLE 3 


Political Division of the United States House of Representatives Under Republican and 
Democratic Presidents, Presidential Election Years, 1900-1952 


Ended Congress 

1952 83rd Eisenhower 

1948 Truman 
1944 T9th F.D. Roosevelt 
1940 Tith F.D. Roosevelt 
1936 75th F.D. Roosevelt 
1928 Tist Hoover 

1924 69th Coolidge 

1920 67th Harding 

1916 65th Wilson 
1912 63rd Wilson 
1908 Taft 

1904 59th T. Roosevelt 

1900 57th McKinley 


Total Congressional 


President Elected Seats Seat Advanta 
Republican Democratic Republican Democratic Republican Democratic 


220 214 6 

171 263 92 

190 

162 268 106 
89 332 

u7 310 193 

267 167 100 

183 6h 

303 131 1T2 

210 216 6 

127 291 164 

219 172 AT 

250 130 ns 

197 151 46 


tpasea only upon Republican and Democratic party seats. All third parties are excluded. 


Source: 
States, 


1900-1944, United States Department of Commerce, Historical Statistics of the United 
Washington, D. C., 1949; 1946-1952, United States 1 


‘ted States Department 


rce, Statistical Abstract of the United States, Washington, D. C., 1953. 


elections in the many marginal con- 
gressional districts that exist today.1° 
There is also hope that the decline of 
the Democratic majority that occurred 
in 1952 compared with 1948 in several 
normally Democratic congressional dis- 
tricts will continue in 1956 to a sufficient 
extent to throw some of them into the 
Republican column. (See Table 2.) 


Even though the victorious party in a 
presidential campaign does not always 
improve its congressional majority with 
the re-election of its candidate -(See - 
Tables 3-6), the Republican Party hopes 
to have greater majority in both houses 
of Congress than in 1952 when the 
majority was abnormally slim for a vic- 


10In the 1952 Congressional elections the 
Democrats won 39 House seats with a per- 
centage of between 52 and 58, while the Re- 
publicans won 53 seats within the same per- 
centage range. In addition, the Democrats 
won 17 House seats with a vote of 52 per- 
cent or lower compared with 14 seats for the 
Republicans. Only 153 House seats were won 
by the Republicans with a percentage of 58 
or more compared with 158 for the Democrats. 

Louis Bean lists 40 marginal seats and 
their divisions since 1940. Although these 
40 seats are marginal, the Republicans have 
won all seats in every Congressional or 
Presidential election since 1946. Bean also 
lists 32 Democratic marginal seats. These 
32 Democratic seats have, however, had a 
greater party shift since 1940 than have the 
40 marginal Republican seats. Thus, in 1948 
all 32 of these seats were Democratic, com- 
pared with only 21 in 1952. See Louis H. 


‘Beanj The Mid-term Battle, Business Press, 
ne. 1950, pp. 80, 82 


torious party in a presidential election. 

The unusually small loss of Senate and 
House seats suffered by the Republican 
Party in 1954 has raised the hopes of 
the Party that the usual gain of Senate 
and House seats in the presidential elec- 
tions over the results of the mid-term 
elections will be even greater in 1956 
than in previous presidential years. This 
gain in presidential election years com- 
pared with mid-term election years is 
shown in Table 7. 


THE PRINCIPAL ISSUES 
IN 1956 


Both the Republican and Democratic 
National Conventions ran true to form. 
Time after time during the August con- 
vention the Republican speakers “pointed 
with pride”: at the record of President 
Eisenhower since 1952. There is no 
doubt whose personality dominates every- 
thing and every issue in the 1956 Re- 
publican Presidential campaign. 

The “middle-of-the-road” policy of 
President Eisenhower and the policy of 
“moderation” of Adlai Stevenson, and 
the general support which the Democrats 
in Congress have given to a large part 
of President’ Eisenhower’s program has 
soméwhat reduced the intensity of 
domestic issues in the 1956° ‘campaign. 
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TABLE 4 
Political Division of the United States Senate Under Republican and Democratic Presidents, 
Presidential Election Years, 1900-1952 
Total 

Year President Elected Senate Seats Seat Advantage 
Ended Congress Republican sratic Republican Democratic Republican Democratic 
19 83ra Eisenhower 48 47 x 
1 8lst Truman ke 5h 12 
1944 79th F.D. Roosevelt 38 56 18 
1940 Tith F.D. Roosevelt 28 66 38 
1936 75th F.D. Roosevelt 16 76 60 
1932 73rd F.D. Roosevelt 35 60 25 
1928 Tist Hoover 56 39 17 
1924 69th Coolidge 56 39 17 
1920 67th Harding 2 37 22 
1916 65th Wilson 53 n 
1908 6lst Taft 61 32 29 
1904 59th F. Roosevelt 57 33 2k 
1900 57th McKinley 55 31 24 


teased upon Democratic and Republican party seats. 
Source; Ibid. 


All third parties are excluded. 


TABLE 5 


Gains and Losses of Republican and Democratic Parties in Second Term Elections, 
Presidential Elections, 1900-1952 


Gain in Senate 
Seats Over First 


Gain in House of 
Representative Seats 


Year President Reelected Term Over First Term 
Ended Congress Republican Democratic Republican Democratic Republican Democratic 
1900 57th McKinley gt 
1904 59th T. Roosevelt 22 53° 
1916 65th Wilson -2 °75 
1936 75th F.D. Rooseyelt 161 
1 F.D. Roosevelt -103 ~633 
1944 79th F.D. Roosevelt -104 -26 
1948 8lst Truman 212 
3, 
Second term. 
®Reelected after succeeding to presidency upon death of the incumbent. 
3Third term. 

‘ourth term. 


Yet some issues stand out quite promin- 
ently in the present campaign, and are 
being discussed with varying persistence 
and consistency. These include: 


President Eisenhower’s Health 


This is the principal Democratic issue 
of the campaign. It is an issue unique 
in presidential campaigns. It was not 
raised in connection with President 
Franklin D. Roosevelt to any extent. The 
Democratic Party and their leaders have 
pointed out that President Eisenhower’s 
heart attack and intestinal operation 


have so affected his health that he can 
never be expected to carry a full load or 
adequately perform the duties of the 
presidency. These duties, it is pointed 
out, are continuous and are accompanied 
by a physical and mental strain that try 
the most healthy of men. No president, 
assert the Democrats, can be a “part- 
time” president. In addition, his age 
(66) is cited as another limiting factor. 

As far as the Republican Party is con- 
cerned, the health issue is being glossed 
over as one not properly a subject for 
discussion. Many Republicans imply 


| 
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TABLE 6 


Summary of Total Gains and Losses 
of Republican and Democratic Parties 


in Second Term Presidential Elections, 1900-19522 
United States ' House of 
Senate 
Party Gains Losses ins Losses 
Republican 1 2 
Democratic 1 4 1 4 


lincludes F. D. Roosevelt's third and fourth 
terms. 
Source: Data computed from Table 5. 


that it is unfair and improper to drag 
President Eisenhower’s health into the 
campaign. They feel the President has 
recovered from his heart attack without 
its essentially affecting his ability to per- 
form the duties of the presidency. They 
also regard President Eisenhower’s in- 
testinal operation as actually resulting 
in an improvement of his heaith. Some 
Republicans feel it is almost unethical 
to discuss the President’s health as a 
partisan issue. 

The impact of this health issue upon 
voters is one of the real enigmas of the 
campaign. That the voters are con- 
cerned with the health of President 
Eisenhower there can be no doubt, but 
whether this alone will deter them from 
voting for President Eisenhower is an 


unanswered question. There is always 
the possibility that over emphasis on the 
health issue might create a degree of 
sympathy among some voters which 
could actually favor the President. 


Vice President Nixon 

Vice President Nixon is one of the 
real issues of the campaign. At times it 
appears that he is the only issue. The 
illnesses of the President have cast the 
spotlight blindingly upon Nixon. He is 
being analyzed, and attacked as no can- 
didate for Vice President before him. 
The question is being asked by the Demo- 
crats, “Do you want Nixon as Presi- 
dent?” The Democrats note that Presi- 
dent Eisenhower promised to resign from 
the presidency if his health did not per- 
mit him to perform the duties of the 
office. And the Democrats point out that 
such an eventuality could well occur if 
President Eisenhower is re-elected. Many 
Democrats feel confident that millions of 
voters can be induced to vote Democratic 
if they can be convinced that there is a 
strong possibility of Nixon’s becoming 
president in the event of President 
Hisenhower’s re-election. 

The Republicans now claim that they 
are solidly behind Vice President Nixon’s 
candidacy. Yet there is some feeling 


TABLE 7 


Gains and Losses of the Republican and Democratic Parties in the United States Senate 
and House of Representatives, Presidential Elections, 1900-1952 


Gain in Senate Seats 


Year Over Mid-Term Election 
Ended Congress ublican ratic 
1952 83rd 2 

1948 9 

1944, 79th 

1940 -3 

1936 75th 7 


Gain in House of Repre- 
sentative Seats Over 

Mid-Term Election President Elected 
Republican Democratic Republican Democratic 


Eisenhower 
Truman 
F.D. Roosevelt 
F.D. Roosevelt 
F.D. Roosevelt 


| 
| 
| 
| 
21 
7 
7 
12 
96 F.D. Roosevelt 
1928 Tlst 7 30 Hoover 
1924 69th 5 22 Coolidge 
1920 67+ 10 63 Harding | 
1916 65th 3 -24 Wilson | 
1912 63rd 10 63 Wilson 
1908 61st Taft 
1904 59th ° ho T. Roosevelt 
1900 57th 2 12 McKinley 
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within the Republican Party against 
Nixon. One of the real puzzles of this 
campaign is the question of whether Vice 
President Nixon will detract some Re- 
publican support from the ticket, and 
whether fewer Democrats and Independ- 
ents will support the ticket, even though 
they may be favorably disposed toward 
President Eisenhower. The Democrats 
intend to win over these wavering voters 
by hammering on the Nixon candidacy. 


Big Business Government 


Democrats are emphasizing their 
charge that the Republican administra- 
tion is a government “of big business, 
by big business, and for big business.” 
The members of the cabinet and other 
administrative officials are considered 
overly sympathetic to big business. The 
policies of the administration are being 
condemned as partial to big business. 

On the Republican side this “big busi- 
ness” issue is criticized as being without 
foundation. The Republicans contend 
that they have restored a balance of in- 
terests to government. They maintain 
that the Democratic Party’s policy was 
one of “anti-business”, and therefore 
harmful to all groups in the economy. 


Peace, Prosperity and Progress 


This is an over-all theme of the Repub- 
lican campaign. The Republicans are 
citing the end of the Korean and Indo- 
China wars as a notable accomplishment 
of the administration. 

The thawing of the “cold war” is also 
being attributed to the Republican 
Party and its policies. In 1952 candidate 
Eisenhower electrified millions of voters 
with his assertion, “I shall go to Korea.” 
There is no denying that the ending of 
the Korean and other local wars was 
immensely popular with many millions 
of Americans. 

The high level of economic prosperity 
which the country has experienced since 
1952 is being emphasized at every turn 
by the Republican Party. As is the tra- 
ditional custom, the “ins” are claiming 
full credit for the country’s economic 


prosperity and they rely heavily upon 
this prosperity to return the party to 
power. 

Progress is a broad term in this cam- 
paign. The Republican Party is citing 
advances in all fields as evidence of 
progress under a Republican administra- 
tion. The issue is so all-inclusive that 
Republican speakers can include (and 
indeed are including) anything from 
population growth to inter-planetary 
developments. 

The Democrats, on the other hand, are 
warning the voters that the Republican 
Party’s attainment of peace in Korea 
and Indo-China was obtained at a sac- 
rifice of American principles, and a be- 
trayal, in part, of the interests of our 
allies. They maintain that President 
Truman could have ended the Korean 
War and the Indo-China war without 
such a sacrifice of American principles 
and without prejudice to our allies. 

Again, the Democrats are asserting 
that the present prosperity is a big busi- 
ness prosperity and that little businesses 
have not shared in it. They claim that 
this prosperity may well be a “boom or 
bust” phenomenon. They point out the 
many spots of high unemployment in the 
country, and the chronic depression in 
several industries. The Republicans are 
accused of doing nothing to solve these 
problems. 

As for the Republican claim of 
progress, the Democrats are ridiculing 
this attempt to give a Republican label 
to events which are the result of the 
combined efforts of all segments of the 
American society. 


Labor Policy 


The Republicans feel that their fair 
and impartial policy toward labor has 
encouraged a high degree of labor- 
management peace, that it has removed 
a gross partiality from labor-manage- 
ment relations. They assert that never 
has labor made as much real progress as 
it has since 1952 under President 


Eisenhower. 
Yet the Democrats challenge these 
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assertions of the Republicans by stating 
that President Eisenhower gives lip- 
service to an enlightened labor policy 
while his cabinet and party pursues an 
anti-labor policy in practice. The Demo- 
crats still advocate outright repeal of 
the Taft-Hartley Act as a means of im- 
proving labor relations. They believe 
the professed willingness of the Republi- 
can Party to amend the Taft-Hartley Act 
is inadequate. 


Tax Policy 


Any reduction in taxes is always popu- 
lar and the Republican Party is naturally 
taking credit for the substantial tax re- 
ductions that have occurred since 1952. 
Also being emphasized to a lesser extent 
is the effect of the Republican tax policy 
on business expansion. Further reduc- 
tions in taxes are being promised by the 
Republicans in this campaign. 

Democrats are criticising the Republi- 
can tax policy as one that favors the 
higher income groups and big business. 
Their policy would be to give the lowest 
income groups the largest tax reductions 
so that “prosperity would be erected on a 
sound foundation.” 


Farm Policy 


Early in 1956 this issue promised to be 
one of the most important in the cam- 
paign. But the enactment of the 1956 
Farm Bill and the recent rise in agricul- 
tural prices has made this issue a lesser 
one than appeared likely earlier. The 
position of the Republican Party is that 
to them a flexible parity policy geared to 
surplus control would be a far better 
solution of the farm problem than a rigid 
90 percent parity program. How the 
farm states react to the Republican farm 
policy is one of the important develop- 
ments of the campaign. There exists 
some bitter feeling in Republican ranks 
on farm policy, and the personality of 
Secretary of Agriculture Ezra Benson; 
but the impact of this bitterness is an- 
other of the unknowns in the campaign. 
The farm states are important to the 
Republicans in this campaign and the big 
question is whether some of this bitter- 


ness will carry over until November and 
affect the Republicans adversely.11 

The gist of the Democratic farm policy 
is a return to a rigid 90 percent parity. 
The Democratic Party would retain many 
of the provisions of the 1956 Farm Act, 
but would modify some provisions to give 
additional benefits to the farmers. It is 
also sympathetic to the extension of farm 
support to other than the staple com- 
modities. The Republican farm policy is 
condemned as one of confusion. The 
Democrats also hope that the inclusion 
of Senator Kefauver on the ticket will 
gain votes in the farm states. 


Power Development 


There is a clear-cut position of the 
Republican Party on power development. 
The party is emphasizing its position in 
favor of private development of electric 
power wherever possible. It does not 
favor the government’s building of power 
facilities. 

In direct conflict with the policy of the 
Republican administration, the Demo- 
crats propose that the Federal Govern- 
ment develop electrical power through 
the use of public agencies and public 
funds. This is an important issue in the 
Northwest, especially in the states of 
Washington and Oregon. In connection 
with this power issue, the Democrats 
have bitterly condemned the Republican 
administration in the ill-fated Dixon- 
Yates contract for the private develop- 
ment of electrical power in the Tennessee 
Valley Area. 


Housing 


The enactment of the Republican pro- 
gram for 70,000 units of public housing 
in the next two years is being praised 
by the party as an enlightened policy of 
meeting the nation’s low-cost housing 
needs and at the same time maintaining 
the principle of private enterprise in 

11The eight farm states, Illinois, Iowa, 
Minnesota, Ohio, Wisconsin, Missouri, Michi- 
gan, and Indiana have a total of 131 electoral 
votes (266 required for election). In 1948 


Democrat Truman won 6 of these states 
with 98 electoral votes. In 1952 Republican 


Eisenhower won all 8 of these farm states 
and their 131 electoral votes. 


12 THE 1956 PRESIDENTIAL ELECTION—THE ISSUES AND THE CAMPAIGN 


housing development. 


But the Democrats condemn the Re- 
publican housing policy as being “too 
little” and too closely allied with private 
construction. The Democrats advocate a 
substantial increase in public housing 
units under a partial subsidy by the gov- 
ernment. 


Foreign Policy 


This issue does not hold as prominent 
a place in the present campaign as it 
did in 1952. The Republicans claim that 
their party’s foreign policy continues a 
bipartisan approach and, at the same time, 
the world-wide confidence in President 
Eisenhower has raised the prestige of the 
United States to an unprecedented 
height. Although there is some disagree- 
ment as to the amount of economic and 
military aid that should be provided for- 
eign nations, the Republicans, in general, 
favor a continuance of an _ extensive 
program of this type of assistance as an 
adjunct of the foreign policy of the 
United States. 

In the area of foreign policy, the Re- 
publican Party is advocating a continued 
policy of non-recognition of Communist 
China, opposition to the neutralistic 
policy of India and other nations, con- 
tinuation of the North Atlantic Treaty 
Organization, and a cautious approach to 
the Russian policy of recent months. 

Adlai Stevenson, on the other hand, has 
placed particular emphasis on the defects 
of the Republican foreign policy. He 
maintains that it has been one of con- 
fusion and inconsistencies; that it has 
been based on hunches and opportunism. 
Stevenson and other Democrats have also 
maintained that the United States for- 
eign policy has lost us friends abroad, 
and has needlessly annoyed our friends 
by “throwing our weight around.” Steven- 
son has asserted that many of the de- 
sirable aspects of the Republican foreign 
policy result from Democratic coopera- 
tion in the face of bitter opposition of 
several elements within the Republican 
Party. He accuses the Republican Party 
of “mouthing” a bipartisan policy in 


foreign affairs but pursuing a totally 
different policy in practice. 


Civil Rights 

The Republican Party is dwelling on 
the progress that has been made in 
respect to the protection of the civil 
rights of all groups. Particular empha-. 
sis is being placed upon the progress 
which had been made under the Republi- 
can administration in ending segregation 
in many areas in the country and in the 
armed forces. The position of the South- 
ern states on segregation is being 
attacked. The Civil Rights Bill of the 
Eisenhower administration has been pre- 
sented as a means of materially ending 
some of the evils of segregation, and the 
Southern Democrats are being blamed for 
the failure of the Republican Civil Rights 
Bill to pass. 

Adlai Stevenson has campaigned for a 
gradual realization of integration. He 
agrees with the ending of all segregation 
in principle but is not willing to use 
force or excessive pressure to attain the 
immediate end of segregation. The 
Southern wing of the Democratic Party 
is bitterly opposed to the ending of seg- 
regation. However, the Northern wing of 
the Democratic Party has many who are 
opposed to the party’s segregation policy 
and who are saying so in their local 
campaigns. 


School Aid 


This issue is partly related to the civil 
rights issue. The Republicans are assert- 
ing that they have proposed an effective 
policy of school aid for the many areas 
in the country where the school problem 
is a serious one. The Republicans have 
blamed the Southern Democrats for the 
defeat of school aid because of their 
opposition to its anti-segregation prin- 
ciples. 

On the other hand, the Democrats take 
the position that school aid should be 
based upon a policy of assisting needy 
areas, and should not be used as a decree 
to force segregation. They point out 
that the need for new schools and facili- 
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ties is desperate and that the net effect 
of attempting to couple school aid with 
the end of segregation is to defeat or 
postpone efforts to meet the problem. 


Natural Resource Development 


The Republican Party has advanced 
the argument that its policy toward the 
development of natural resources has 
been one that safeguards the rights of 
the individual states, and protects private 
enterprise in their development. 


However, the Democratic Party has 
characterized the Republican policy to- 
ward natural resources as a “give away 
program.” They cite the examples of 
the tideland oil resources, timber lands, 
and water resources as proof of this 
“give away” policy. The Republican 
tideland oil policy is criticized as repay- 
ment of a political debt for support in 
the 1952 Presidential election. 


Miscellaneous 


Many of the miscellaneous issues of 
the present campaign are local in charac- 
ter. Their effect may be important in 
particular congressional elections. The 
Republican Party, however, is citing its 
record in improving Social Security, in 
proposing an immigration policy which 
protects the civil rights of immigrants, 
in controlling living costs, in ending the 
Communistic threat among government 
employees, and in restoring efficiency 
and economy in government. 


The Democrats challenge many of 
these assertions and mention that the 
Democrats in Congress were instru- 
mental in attaining progress in these 
fields in spite of the opposition of con- 
siderable elements within the Republican 
Party. They maintain that it was only 
the Democratic control of both houses of 
Congress since 1954 that enabled Presi- 
dent Eisenhower to secure enactment of 
many of his proposed bills. 


TABLE 8 


Total Vote for United States Congressional 
Representatives in all States, 1932-1952 


House of sentatives 


Percent _Percent 

Year In Millions Republicans Democrats 

1 57.6 49.3 49.2 

= 46.1 45.3 51.6 

1944 45.1 47.2 50.6 

19h0 47.0 45.6 51.3 

1 9 39.6 

1932 37-7 41.4 54.5 


Source: United States Department of Commerce, 
Statistical Abstract of the United 
States, Wea Washington, D. C., 1951 and 
1953. 


THE NOVEMBER OUTLOOK 

Of all the issues in this campaign, two 
seem to overshadow all others: the 
health of President Eisenhower and the 
personality of Vice President Nixon. 
These may well decide the election. Even 
if the Republicans win the presidential 
election, the impact of these two issues 
could well cut into Republican majori- 
ties; and since the total congressional 
vote for the Republican Party will be 
considerably less than the total vote for 
the Republican Presidential and Vice 
Presidential candidates (See Table 8), it 
could have an effect upon the control of 
Congress. 

The following factors seem to favor 

the Republican Party: 

(1) The great affection of the people 
for and the popularity of President 
Eisenhower; 

(2) Peace; 

(3) Prosperity and high employment; 

(4) Acceptance of a middle-of-the-road 
philosophy; 

(5) Gradually rising farm prices; 

(6) Possible over-emphasis of the 
health issue; 

(7) Basie strength of Eisenhower in 
some Southern states (Virginia, 
North Carolina, Florida, Texas, 
Tennessee); 


(8) Strong Senatorial candidates in 
Kentucky, Oregon, Washington and 
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TABLE 9 


Total Popular Vote, and Division Between the Republican and Democratic Parties 
Presidential Elections, 1896-1952 


Total Republican 
and Democratic 


Percentage of 


Total Vote Total Vote 


President Elect ‘Vote 


Republican Democratic 


of Winning Part 
epublican Democratic 


Year Republican Democratic (Thousands) (Thousands) (Thousands) 

1896 McKinley 13,697.7 7,104.8 6,502.9 52.2 

1900 McKinley 13,566.1 7,207.9 6,538.1 53.2 

1904 T. Roosevelt 12,701.4 7,623.5 5,077.9 60.0 

1908 Taft 14, 083.0 7,678.9 6,409.2 54.5 

1912 Wilson 9,778.42 3,485.0 6529365 45.3% 
1916 Wilson 17,667.83 8,538.2 9,129.6 51.7 
1920 Harding 25, 299.6 16,152.2 9,147.4 62.7 

1924 Coolidge 24,111.5 15,725.0 8, 386.5 54.3 

1928 Hoover 36,407.8 21, 391.4 15,016.4 58.8 

1932 F.D. Roosevelt  38,583.7 15,761.8 22,821.9 59.1 
1936 F.D. Roosevelt 44,431.2 16,679.6  27,751.6 62.5 
1940 F.D. Roosevelt 49,549.4 22, 305.2 27, 244.2 55.0 
1944 F.D. Roosevelt 47,608.8 22,006.3 25,602.5 53.9 
1948 Truman 46,074.9 21,969.2  24,105.7 49.9 
1952 Eisenhower 61,252.2 33,937-3 27, 324.9 55.4 


ipnird parties not included. 


?Progressive Party under Theodore Roosevelt polled 4,119.5 thousands votes (29.6 percent to 
Taft's 25.1 percent of the Republican, Democratic and Progressive vote). 
31920 was the first presidential election in which women voted as a result of the 19th 


Amendment. 


Progressive Party under Robert La Follette polled 4,822.9 thousands votes. 


Source: 


1896-1944, United States Department of Commerce, Historical Statistics of the 
United States, 1789-1945, Washington, D.C., 1949; 1 


1952, United States Department 


of Commerce, Statistical Abstract of the United States, 1955. 


other states; 

Evidence that President Eisen- 
hower’s civil rights and anti-segre- 
gation policies have won the sup- 
port of an increased Negro vote; 
Lack of monolithic voting among 
labor and in the big cities; and, 
Intense public interest reflected in 
a heavy voter turnout. 

Of course, uncertainty and surprises 
are a part of politics. Thus, it may be 
very difficult to measure the impact of 
the above factors on the voters. 

Favoring the Democrats in this elec- 
tion are the following factors: 

(1) President Eisenhower’s health; 

(2) The divided feeling toward Vice 
President Nixon within the Repub- 
lican Party; 

Labor support; 

The larger number of safe Demo- 
cratic seats in Congress; 

A degree of discontent in the farm 
states; 

The “moderation” of Stevenson; 


(9) 


(10) 


(11) 


(3) 
(4) 


(5) 
(6) 


(7) The increasing political “know- 


how” of Stevenson; 

Unity of the South; 

A very heavy voter turnout in 
strong Democratic areas; 


(8) 
(9) 
(10) Pockets of unemployment and de- 
pression in certain areas; 

(11) The intensive “whistle stop” cam- 
paign of the Democrats; 

“Big business” charge against the 
Republicans; and, 


(12) 
(183) The popularity of Kefauver in farm 
areas and in the North. 


PREDICTION 


In the writer’s opinion, on the basis of 
past presidential elections the Republi- 
can Party should: (1) re-elect President 
Eisenhower and Vice President Nixon by 
a greater popular and electoral majority 
than in 1952 (see Table 9). The Repub- 
licans should also secure an increased 
percentage of the total popular vote and 
electoral college vote, for a re-elected 
president generally is favored to do just 


: 
By 
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TABLE 10 


Increased Popular Vote Majority and Increased Percent of Popular Vote, 
Presidential Elections, Selected Years, 1900-1948 


Increased Popular Vote Increased Percentage Of 
Majority? (Thousands) 3 (Thousands 


—President Reelected” 

1900 McKinley 247.9 
1904 Roosevelt 1,495.8 
1916 Wilson 

1924 Coolidge 333-7 
1936 F.D. Roosevelt 

1940 F.D. Roosevelt 

1944 F.D. Roosevelt 

1948 Truman 


1.0 
6.8 
1,902.5" 6.4 
4,012.0 3.4 
6,133.1 
-1, 342.7 -1.1 


“4.0 


lincludes presidents who succeeded to presidency upon death of incumbent. 

s majority is the increase which the President had in his second or subsequent reelections. 
It is, therefore, a net increase in majority and not net total increase. Thus, McKinley 
had a majority of 601.9 thousands in 1896 and a majority of 849.8 thousands in 1900. This 
was a net 247.9 thousands increase in the 1900 majority compared with the 1896 majority. 


jor party vote only. 


4tn 1912 Wilson had 1,312.1 thousands votes less than the combined 7,604.4 thousands total 
of Taft and T. Roosevelt. Wilson had a 591.4 thousands majority over Hughes in 1916. 


Source: Data computed from Table 9. 


TABLE 11 


Total Electoral College Vote and States Carried by Reelected Presidents 1896-1952 


President Elect 


Electoral Vote 


States carried 


Year Republican Democratic Republican Democratic Republican Democratic 
1896 McKinley 271 176 

1900 McKinley 292 155 

1904 . Roosevelt 336 140 

1912 Wilson gl 435 2 4o 
1916 Wilson 254 2TT 17 31 
1920 Harding Lok 127 37 pal 
1924 Coolidge 362 136 35¢ 12 
1932 F.D. Roosevelt 59 472 ) 
1936 F.D. Roosevelt 8 523 2 46 
1940 F.D. Roosevelt 82 4kg 10 38 
1944 F.D. Roosevelt 3 430 12 36. 
1948 Truman 1 303 16 283 
1952 Eisenhower 4ho 89 39 9 


+Four electoral votes each from Utah and Vermont. 
ticket (88 electoral votes). 


2Wisconsin voted Progressive (13 electoral votes). 


Six states voted the Progressive Party 


33, Strom Thurmond won four states (Alabama, Louisiana, Mississippi, and South Carolina) for 
a total of 38 electoral votes. He secured another electoral vote from Tennessee when an 


elector from that state cast his vote for him. 


Source: United States Department of Commerce, Historical Statistics of the United States, 
1789-1944, Washington, D. C., 1949; 1946-1952, United States Department of Commerce, 
Statistical Abstract of the United States, Washington, D. C., 1953. 


that. (See Tables 10 and 11). On the 
basis of past experience it is possible 
that the Republicans will poll about 58 
percent of the total popular vote, for a 
re-elected president has generally polled 
a higher percentage of the popular vote 


on his re-election than he did originally. 
(See Table 12.) 

Assuming the above prediction ma- 
terializes, the Republicans should win 
control of both the Senate and House of 
Representatives. These predictions are 
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made despite the fact that it is extremely 
difficult to measure the impact of the 
health and Nixon issues upon this cam- 
paign. The assumption is that they will 
not have the effect the Democrats hope 
and believe they will. But all predictions 
can be upset by developments between 
now (September) and November.!2 


12If these assumptions are correct, there 
is a good chance that the Republicans will 
earry Virginia, Texas, Florida, and Tennessee. 
Pennsylvania could also be Republican by 
a percentage somewhat below the national 
ticket, for it appears that Joseph S. Clark, 
Jr., Democratic candidate for United States 
Senator, may well carry Philadelphia by a 
greater majority than Adlai Stevenson did 
in 1952. Kentucky may well go Republican 
because of the strong candidacy of Sherman 
Cooper. This state went Democratic by only 
600 votes in 1952. West Virginia bears watch- 
ing. Thus, it may be that’ Eisenhower 
will secure even a greater total of Elec- 
toral votes than he did in 1952. 


TABLE 12 


Civilian Population of Voting Age, and Percentage 
of Voting Age Actually Voting, 
Presidential Elections, 1920-1952 


Civilian tion of Voti' 
ercent 
Year (Millions) Actually Voting 
1920 61.5 43.6 
1924 66.2 43.9 
1928 71.0 51.9 
1932 52.5 
1936 80.1 57.0 
1940 84.3 59.1 
1944 90.61 53-0 
1948 94.8 51.5 
1952 98.1 62.7 
1956 105.0 e 
e = estimated. 


Aineluding armed forces. There were 55.9 percent 
of the 81.0 percent civilian population who voted 
in the 1944 presidential electi 
Source: Data computed from Table 11. 
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Employee-Employer Relations at the Plant Level 
by W. ROY BUCKWALTER* 


This article deals with several types of 
grievences which arise out of inade- 
uacies on the part of management. 
Hlustrations are drawn from a number of 
plants located in various parts of the 
country. Concrete suggestions for the 
amelioration of such grievences are 
discussed. 


THE purposes of this article are first to 
indicate various managerial shortcomings 
in the handling of employee-employer 
relations, and second, to discuss practical 
methods for the amelioration of these 
deficiencies. 


The writer shall confine his discussion 
of management’s deficiencies to cases 
which have occurred in various industries 
located in different parts of the country. 
Managerial troubles in the handling of 
industrial relations are not always the 
product of intent. As will be pointed 
out later the disturbance is often the 
product of omission rather than com- 
mission, on the part of management. 


In this discussion workers’ grievances 
will be divided into three categories: 
first, those grievances which result from 
lack of tact and consideration on the part 
of management; second, grievances which 
arise from violations of agreements by 
the employer; third, grievances which 
stem from disciplinary action, which the 
union believes is unduly harsh or dis- 
criminatory. 


TACTLESS OR 
INCONSIDERATE ACTS 


Lack of tact, inconsiderate acts, and 
arbitrary decisions by foremen, supervis- 
ors, and superintendents cause resent- 


*Ww. Roy Buckwalter is Chairman of the 
Management Department of the School of 
Business and Public Administration. He 
was Economist and Public Member and 
Chairman of Dispute Panels for the Na- 
tional War Labor Board. He served as 
Impartial Chairman for the full-fashioned 
Hosiery industry and also for the Ladies’ 
Dress Industry. He is presently engaged in 
relations consulting and arbi- 
ration. 


ment not only on the part of the worker 
directly concerned, but also among fellow 
workmen. The following four cases are 
illustrative of this type of grievance. 


The management of a textile company 
decided to change the method of paying 
wages, from cash to check. This change 
was dictated by several advantages 
among which were elimination of burg- 
larly insurance, and greater speed in 
paying wages. 

The dispute between the company and 
union was not over the change to pay- 
ment by check, but concerned the bank 
on which the checks were drawn. The 
bank was located several miles from the 
plant. In order to cash his check it was 
necessary for each employee to spend 
carfare and considerable time each pay 
day traveling to and from the bank. If 
the checks were cashed in the immediate 
community a fee was charged. Some 
local banks and merchants would not 
cash the checks under any conditions. It 
was management’s responsibility, con- 
tended the union, to provide a convenient 
place where checks could be cashed at 
face value. The arbitrator upheld the 
company’s right to pay by check but 
ruled that it must make arrangements 
for converting the checks into cash with- 
in a reasonable distance from the plant. 


This case affords an excellent illus- 
tration of the disturbance and waste of 
time which can result, from a lack of 
consideration by management of the 
effects of its decisions upon the workers. 
Inasmuch as there were several banks in 
the locality which were equipped and 
willing to handle the cashing of the 
checks, the insistence of management 
that the checks be cashed several miles 
away seemed unreasonable to the arbi- 
trator. In addition to the aggravating 


effect of the company’s action on the 
more than 1,000 employees, attention is 
directed to the expense and waste of 
effort in carrying the case through the 
steps of the grievance procedure and 
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finally to arbitration. 

The following case developed out of 
the incorrect figuring of piece rate earn- 
ings by the company. When new style 
articles were introduced, management 
calculated the new piece rates, posted 
them and sent a copy of the rates to 
the national office of the union. In the 
instant case, the company waited more 
than two weeks before sending the new 
rates to the union. The national office 
of the union discovered that a mistake in 
the computation of the new rates gave 
the operators higher earnings than those 
to which they were entitled. Manage- 
ment was notified of the mistake by the 
union. 

Upon notification of its error the com- 
pany changed its payroll records, but 
did not change the posted rates. With- 
out any explanation to the workers the 
overpayments were deducted from the 
next pay checks (in some cases the de- 
ductions exceeded $10.00). When the 
workers discovered the shortage they re- 
fused to work until they determined the 
reason for the shortage. Due to the 
efforts of union officials the men returned 
to work within two hours. 

Management contended that the re- 
fusal of the operators to work constituted 
a violation of the “no-strike” clause of 
the contract. The workers involved were 
then discharged. 

The arbitrator held that the workers 
erred in refusing to work until the mat- 
ter was explained. However, he held 
that discharge was too severe because 
the company had delayed unduly in 
notifying the union of the rate changes; 
it had failed to change the rates on the 
bulletin board when apprised of its error 
by the union, and it had failed to include 
any statement in the pay envelope ex- 
plaining the retroactive deductions. 

Harry, a weaver, encountered difficulty 
in operating his loom on a certain sum- 
mer morning. Consequently his output 
was reduced. As the ribbons which 
Harry was weaving moved from the 
loom they failed to drop into the boxes 
located back of the loom. This situation 
made it necessary for Harry to shut down 


the loom from time to time in order to 
put the ribbons in the boxes. At 9:30 
a.m. Harry called the shop steward to 
whom he explained his difficulty. Harry 
told the steward he would continue to 
weave until he had produced a certain 
amount of ribbon, at which time he would 
shut down the machine if the trouble had 
not been remedied. The foreman was 
immediately informed of the trouble. 


Harry continued to alternate weaving 
and adjusting of the ribbons for almost 
three hours after notifying the steward 
of the difficulty. Harry then decided to 
continue weaving but did not stop to put 
the ribbons in the boxes. 


When the plant superintendent and 
foreman arrived at Harry’s loom at 2:30 
p.m. the ribbons were strewn on the floor 
in back of the machine. The plant super- 
intendent reprimanded Harry. Acrimon- 
ious words ensued and Harry was dis- 
charged. 


The union admitted that Harry should 
not have spoken heatedly when the super- 
intendent arrived at his machine. How- 
ever, the union argued that the discharge 
penalty was too severe in view of the 
facts that Harry did the best he could for 
several hours under the trying condi- 
tions, that he had a long and satisfactory 
record with the company, and that the 
plant superintendent was slow in exam- 
ining Harry’s problem. 

Management argued that Harry’s atti- 
tude was arbitrary and threatening and 
that he should have filed a written griev- 
ance concerning the difficulty instead of 
threatening to shut down the machine. 

The arbitrator held that MHarry’s 
actions merited punishment. However, 
discharge seemed too severe in view of 
Harry’s long and satisfactory record, and 
the fact that he had tried to keep going 
under adverse conditions. Harry was 
restored to his position but suffered some 
loss of pay. 

This case illustrates the disturbing 
effects, both on morale and production, 
of lack of tact on the part of manage- 
ment. Instead of bawling Harry out on 
the floor, it would have been much more 
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tactful for the plant superintendent to 
have directed Harry to close down the 
machine and then both men could have 
gone into an office to talk the matter 
over. It is not difficult to understand 
that, after having put up with trouble for 
several hours, Harry was in no mood to 
be reprimanded publicly. It is also un- 
derstandable that the plant superintend- 
ent was quite perturbed when he sur- 
veyed the floor back of Harry’s machine. 
It seems reasonable to assume, however, 
that a man in a position of authority 
such as that of a plant superintendent 
should be expected to handle such cases 
in a more mature and objective manner, 
than he did in this case. 


From the production standpoint the 
most serious result of this episode was 
the fact that, out of sympathy for Harry, 
the other weavers refused to work for 
several days. The writer wishes to em- 
phasize that not only were the weavers’ 
actions in violation of the contract, but 
they were foolhardy in view of the fact 
that the labor agreement provided the 
machinery for handling Harry’s griev- 
ance. The weavers lost their wages for 
the entire period of their absence. The 
company lost considerable production 
which could not be made up, except at 
overtime rates. If management had 
exercised tact in handling Harry’s case, 
it is likely that the production halt would 
have been avoided. 


Some 600 workers on the fourth, fifth, 
and sixth floors of a six story textile 
plant located in a large eastern city, were 
required to climb the stairs twice daily, 
in the morning and after lunch, to their 
respective floors. It was pointed out by 
the union that the average age of the 
workers had increased considerably since 
the erection of the plant. Moreover, it 
was pointed out that other mills in the 
industry with four or more floors pro- 
vided elevator service. The union asked 
that these 600 workers be carried to their 
respective floors. 


Management opposed the union’s re- 
quest on the grounds that it would be 
both difficult and expensive to make the 


necessary changes in the elevators to 
provide the proper service for the em- 
ployees. Management expressed willing- 
ness to carry employees who could show 
that they were physically unable to walk 
to the upper floors. 

The arbitrator contacted the proper 
state officials to determine the changes 
which would be required in the two 
freight elevators in order for them to be 
used to carry passengers. 


State officials made an examination and 
reported that one elevator could be oper- 
ated as a passenger elevator for twenty 
people, without any mechanical changes. 
The second elevator could be used to 
carry passengers provided door-inter- 
locks were installed. 

It is difficult to believe that a company 
in good financial condition would, when 
the health of its workers was involved, 
refuse to let its employees ride on the 
properly equipped elevator, and would 
also refuse to spend a relatively small 
sum to install interlocks on the second 
elevator. 


Management was directed by the arbi- 
trator to operate the properly equipped 
elevator to the fifth floor on a shuttle 
service for one-half hour prior to the be- 
ginning of each shift, and for fifteen 
minutes prior to the end of each lunch 
period. After the interlocks were in- 
stalled on the second elevator the same 
sort of service was to be provided. 


FAILURE TO 
KEEP AGREEMENTS 


The second principal type of grievance 
is that which stems from management’s 
failure to abide by written or oral agree- 
ments. 

Tom, chairman of the grievance com- 
mittee, was discharged for refusing to 
apologize for threatening remarks made 
to the personnel director. 


On Monday, Tom, in his capacity as 
chairman of the grievance committee, 
consulted the personnel director concern- 
ing the time for holding a grievance 
meeting. The date was set and the meet- 
ing was held. 
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A few days after the grievance meet- 
ing Tom learned that the union repre- 
sentatives who had attended the griev- 
ance meeting would not be paid for the 
time spent at the meeting. Tom con- 
ferred with the personnel director, who 
refused to pay for the grievance meeting 
time on the grounds that the meeting 
had been called by the union. A heated 
argument ensued in which Tom charged 
that the personnel director called him a 
liar. The company charged that Tom 
had threatened violence to the personnel 
director and had used abusive language. 

Tom was informed that unless he made 
a written apology to the personnel direc- 
tor he would be discharged. On the ad- 
vice of the union’s district representative 
Tom refused to make the apology, and 
was thereupon discharged. 


Tom’s fellow workers informed man- 
agement that unless the case was 
arbitrated immediately they would walk 
off the job. The union argued that Tom 
had never had any previous altercations 
with his superiors; that in a heated argu- 
ment statements are often made without 
any intent to carry them out. 


Management argued that it was 
necessary to discharge Tom in order to 
maintain discipline; that if Tom was not 
satisfied with the personnel director’s 
answer concerning payment for the 
grievance meeting time, he should have 
resorted to the grievance procedure set 
forth in the labor agreement. 

The arbitrator held that Tom erred in 
making abusive statements to the per- 
sonnel director. Tom deserved censure 
first, because he could have resorted to 
the grievance procedure, and second, be- 
cause a belligerent attitude on the part 
of a union officer sets a bad example for 
the rank and file of union members. 

However, the arbitrator held that dis- 
charge was too severe a penalty. Man- 
agement admitted Tom’s past record was 
satisfactory. Moreover the shop rules 
set forth in the “Employee’s Handbook” 
issued by the Company provided that a 
written reprimand should be given a 
worker for the first offense of using 


abusive language, one week lost time for 
the second offense, and dismissal for the 
third offense. Since this was Tom’s first 
offense the arbitrator restored him to his 
job and authorized management to issue 
a written reprimand. 


Tom’s use of abusive language is not 
to be condoned. However, management 
patently erred in ignoring the penalties 
for the use of abusive language set forth 
in its own shop rules. Since management 
drew up the shop rules it could not 
be assumed that management was un- 
familiar with their content. Manage- 
ment’s unwillingness to abide by its own 
written rules is not conducive to develop- 
ing a feeling among the workers that 
management is playing fairly. More- 
over, management’s failure to apply its 
own rules as clearly set forth almost re- 
sulted in a work stoppage. 


The following case concerns a manu- 
facturing company which belonged to an 
association composed of some forty-five 
companies. This associaticn had a master 
labor agreement with one union. The 
terms of this agreement applied equally 
to all forty-five companies. When this 
company installed a new type machine 
in one department the union asked for 
a higher rate of pay per dozen units of 
product than was provided in the master 
agreement. The union Lased its request 
on the fact that this type machine was 
more difficult to operate than were the 
other type machines used by the com- 
pany. 

Attention is directed to the fact that 
the piece rates set forth in the master 
agreement were not based on the make 
of the machine but on such factors as 
size of the product and speed of the 
machine. 


The plant superintendent had formerly 
been national president of the union with 
which the association had the master 
agreement. He consented to raise the 
rate eleven cents per dozen, provided the 
union local agreed that if it was found 
later that other association mills using 
the make of machine in question paid the 
rate provided in the agreement, then the 
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eleven cents per dozen extra would be 
removed. The union agreed to this 
proposal. 


Six months later the plant superintend- 
ent learned that other association mills 
using the same make machine on which 
he had agreed to pay the eleven cents 
extra were paying the rate set forth in 
the master agreement. The superintend- 
ent thereupon informed the union local 
that the eleven cents extra should be re- 
moved. Because of the union’s objection 
to its removal, the case was taken to 
arbitration. 


Management argued that since it was 
paying a rate in excess of the rate set 
in the master agreement the extra eleven 
cents should be removed by the arbitra- 
tor. It was further argued by the com- 
pany that individual plant agreements 
with the union have no standing when 
they are in conflict with the provisions 
of the master collective bargaining 
agreement. 


The union argued that the production 
on the machines in question was not satis- 
factory, and that the removal of the extra 
eleven cents was actually a wage re- 
duction. 


The arbitrator ordered removal of the 
eleven cents extra on the grounds that 
the rates set forth in the master agree- 
ment were based on speed of the 
machine, size of the machine, and com- 
position of the product rather than on 
the make of the machine. Management’s 
argument that individual plant agree- 
ments which conflicted with the master 
agreement should be set aside, was also 
upheld by the arbitrator. 

The above described case is an ex- 
cellent example of the ill-effects which 
can result from the failure of manage- 
ment to understand the labor agreement. 
Although the violation was probably un- 
intentional on the part of the superin- 
tendent, the effects were nonetheless 
disturbing. The company concerned in 
this case made a considerable yearly 
membership payment to the association. 
In return for this payment each member 
company was entitled to and encouraged 


to call upon the association’s very com- 
petent staff for advice on production and 
industrial relations problems. If, at the 
time the union requested the extra eleven 
cents, the superintendent had contacted 
immediately the association’s office, he 
would have been advised that the grant- 
ing of the extra amount would constitute 
a violation of the master agreement. The 
plant superintendent would have been 
acting much more wisely from the stand- 
point of sound industrial relations had 
he settled the problem when it arose — 
even though it had been necessary to take 
the matter to the arbitrator, instead of 
having granted the extra which he later 
felt compelled to ask to have removed. 


Few of us, whether executive or em- 
ployee, relish a cut in our pay envelope, 
even in a period of falling prices, much 
less in a period of inflation. After re- 
ceiving eleven cents per dozen extra for 
six months, which amounted to about 
$6.00 weekly per worker, it was to be 
expected that the employees would be 
disgruntled by its removal. 


It is not the writer’s intention to place 
sole blame upon the superintendent for 
violation of the master agreement. If 
the officials of the union local were aware 
that the extra pay violated the master 
agreement, they, too, deserved censure. 
However, in view of the fact that the 
superintendent: (1) had formerly been a 
high union official and therefore should 
have been cognizant of the fact that 
a worker is often influenced by his im- 
mediate needs, and (2) had very compe- 
tent advice at his beck and call, it 
appears reasonable to conclude that the 
major blame for violation of the master 
agreement and the consequent disturb- 
ance of the employee-employer relations 
rested principally upon him. 


The following case illustrates the fail- 
ure of management to abide by the 
decision of supervision in settling 
grievances. 


Sam approached his foreman stating 
he believed his classification should be 
changed to “utility driver.” This classi- 
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fication carried a wage increase of five 
cents per hour. The foreman discussed the 
matter with the superintendent of the 
department who decided that Sam was 
entitled to the “utility driver” classifica- 
tion. This decision was conveyed to Sam 
and the grievance was considered settled 
by the union. 


Several weeks elapsed without any rate 
increase being received by Sam. The 
union was informed, when it filed a sec- 
ond grievance, that a higher official had 
over-ruled the superintendent on the 
grounds that he could not change a 
classification or rate without review by 
his superiors. 


The union contended that an agreement 
made between a worker and supervisor 
should be honored by management. It 
had been the past practice in this com- 
pany to consider decisions made by 
the supervisors as final settlement of 
grievances. 


It was also argued by the union that 
the superintendent was an agent of the 
company; therefore, his acts were the 
acts of management. Failure of manage- 
ment to honor the superintendent’s de- 
cision in this case would, the union 
argued, hinder the future effective opera- 
tion of the collective bargaining pro- 
cedure at this plant. 


The arbitrator ruled that if manage- 
ment felt that certain types of 
grievances should not be settled by the 
superintendent, then it should have in- 
formed the superintendent and union of 
these limitations. Since management 
failed to inform the union and superin- 
tendent of such limitations, the union 
properly construed as final, settlements 
made by the superintendent. 


One test of effective employee-em- 
ployer relations is the percentage of total 
grievances which are settled in the first 
and second steps of the grievance pro- 
cedure. It is patent that failure of top 
management to support the decisions of 
supervisors will result in a lessening of 
the workers’ respect for supervision, and 
a hesitancy on the part of front-line 


supervision to make decisions on griev- 
ances. 


USE OF DISCIPLINARY ACTION 
BELIEVED TOO HARSH 


The third cause of grievances is the 
use, on the part of management, of un- 
duly harsh or discriminatory disciplinary 
action. Consequently, there is not only 
a feeling of persecution on the part of the 
worker directly concerned, but resent- 
ment may develop against the company 
on the part of his fellow workers. This 
resentment sometimes develops into a 
work stoppage. 

Walter, a knitter, was informed by his 
supervisor that he had turned in a de- 
fective piece of work which he would 
have to replace. Walter admitted that 
the work was defective but refused to 


replace it because other knitters who had - 


turned in unsatisfactory work had not 
been required to make replacements. It 
was the accepted principle in this indus- 
try that a worker must replace defec- 
tive work if the defect was attributable 
to the worker. The union supported this 
principle. 

The shop chairman suggested a layoff 
in lieu of dismissal. This proposal was 
rejected by management, and Walter 
was discharged. 

Management argued that Walter was 
guilty of insubordination. To permit in- 
subordination would result in bad work 
on the part of the other operators. 

The union did not condone Walter’s 
refusal to make the replacement but 
argued that the penalty was too drastic. 
It was contended by the union that the 
rule concerning the replacement of de- 
fective work must be applied equally to 
all workers. 

Walter had been an employee of this 
company for twenty years. On the basis 
of quantity, quality of output, and care of 
machine he had been rated consistently 
as the second best knitter in a depart- 
ment of thirty-one employees. Testimony 
clearly revealed that supervisors were 
not applying the replacement rule equally 
to all operators who turned in work con- 
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taining defects due to poor craftsman- 
ship. 

In his opinion the arbitrator pointed 
out that it was patently unfair for the 
company to apply the replacement rule 
unequally. Permanent dismissal was not 
only too drastic, but would probably be 
productive of resentment on the part of 
Walter’s fellow workers. The company 
was directed to restore Walter to his 
position, with some loss of wages. 


In another case, Bill was discharged 
by the general foreman on the grounds 
that he had refused to work in accord- 
ance with the instructions issued by his 
shift foreman. On _ three successive 
mornings Bill’s helper had failed to re- 
port for work. Consequently Bill, who 
was classified as a furnace operator, had 
to prepare the furnace for operation. The 
shift foreman testified that Bill told him 
on the third morning at the beginning 
of the shift, 6 a.m., that he would not 
start work without a helper. When the 
general foreman came on duty an hour 
later the shift foreman informed him of 
Bill’s refusal to begin work. Bill was 
then discharged by the general foreman. 

The union argued that Bill did per- 
form, on the third morning, all the duties 
set forth in the job description for a 
furnace operator. It was also contended 
that the general foreman failed to use 
good judgment in discharging Bill, who 
on three successive days had started his 
furnace without a helper. 

Examination of the witnesses by the 
arbitrator revealed that on the first and 
second days Bill had performed satis- 
factorily from 6:00 a.m. to 7:00 a.m. with- 
out a helper. On the third morning Bill 
performed several duties between 6:00 
a.m. and 7:00 a.m., at which time an 
emergency helper reported. There was 
evidence that Bill took too much time to 
perform these duties on the third morn- 
ing. The general foreman admitted that 
when he examined Bill’s furnace shortly 
before 7:00 a.m. it was charged, but the 
electric current had not been turned on. 


It was the arbitrator’s view that while 
Bill was somewhat slow in performing 


his duties between 6:00 a.m. and 7:00 
a.m. on the third morning, discharge was 
too severe a penalty. Bill was reinstated 
to his job, with the loss of several days’ 
pay. 

An interesting sidelight on this case 
indicates that the act of a supervisor may 
not be consonant with the views of the 
industrial relations director. Shortly 
after this case was decided by the arbi- 
trator the company’s director of indus- 
trial relations revealed the inside story 
to the arbitrator. On the day of dis- 
charge, the director, whose office was 
located about 150 miles from the plant 
where the episode occurred, was in- 
formed by telephone that Bill had been 
discharged. The director informed the 
general foreman that he erred in dis- 
charging Bill. In reply the general fore- 
man stated that he would resign if man- 
agement restored Bill to his position. 
Because the general foreman was an ex- 
pert in his work, management was re- 
luctant to lose him. Therefore, the 
company let the case go to arbitration 
rather than settle it in one of the steps 
of the grievance procedure. 

Examination of this company’s indus- 
trial relations program leads to the con- 
clusion that little attention has been 
given to instructing foremen in the 
proper handling of disciplinary cases. 
Despite the fact that this company has 
more than twenty plants. scattered 
throughout the country, some of which 
employ more than one thousand workers, 
practically nothing has been done in the 
way of foreman orientation in industrial 
relations. 


IMPROVING EMPLOYER- 
EMPLOYEE RELATIONS 


There are a number of possibilities for 
improving employee-employer relations 
at the plant level. The three areas of 
needed improvement which will be dis- 
cussed are communications, supervisory 
selection, and supervisory development. 


Communications 


A prominent shortcoming in many 
companies is the lack of effective com- 
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munication between management and the 
rank and file employees. 


David Lawrence, Editor of the United 
States News and World Report, in dis- 
cussing the importance of communication 
states that: 


“Communication is not merely the 
transmission of written or spoken mes- 
sages through the printed word or the 
radio. Communication in its finest 
sense is the achievement of under- 
standing between peoples.”1! 


A top executive of a large American 
company recently pointed out that: 


“Our employees are perhaps the 
most important factors at the end of 
our lines of communication. Through 
personal contact if possible, and if not, 
through our publications, letters and 
bulletins, we should tell our story to 
them.’ 


A study of twenty-five firms in 
Detroit, Cleveland and Columbus, em- 
ploying from 125 to 900 workers per 
firm, led those making the study to con- 
clude that: 


“Another instance of management’s 
complacency is the common complaint 
among this group of employers over 
the stories written about them and 
their business in the union newspaper. 
Still, only two of the twenty-five com- 
panies surveyed attempted to inform 
their employees of management’s side 
of the story through the use of em- 
ployee communications.”’3 


The importance of effective communi- 
cation was forcefully stated by Henry 
Hazlett in a speech before the Controllers 
Institute of America when he pointed 
out that: 


“It is still assumed by the great 
majority of corporation managers that 
when they have reported the results of 
their annual operations to the stock- 
holders, their duty has been done. They 
seem to believe this in spite of the 
fact that failure to inform their own 
employees regarding the facts has 


1U, S. News and World Report, April 29, 
1955, p. 144. 

2J. Edward Trainer, Executive Vice Presi- 

dent, Firestone Tire and Rubber Company, 

and Modern Industry, July 
p. 14. 


8A. R. England and T. W. Coleman, “Sur- 
vey Shows Small Plants Lag in Employee 
Industrial Relations, June, 1948, 
pp. -20. 


helped to produce bad labor relations 
because of the lack of knowledge on 
the part of the workers of the real 
distribution of the company’s earnings 
and the real problems that a corpora- 
tion faces.’’4 
Employers frequently are not fully 
aware of the interest of their employees 
in their place of employment. 

“Next to family life, the majority of 
employees are more interested in the 
company for which they work than in 
any other subject. They spend more 
of their waking hours there than any- 
where else and feel entitled to see the 
picture of the company operations as 
a whole.”5 
A well planned and well operated two- 

way communications program serves: (1) 
To improve the work attitudes of em- 
ployees by making clear to them their 
roles in the organization; (2) To reduce 
the chance of misunderstandings which 
often result in grievances and work 
stoppages; and, (3) To provide manage- 
ment with a better understanding of 
what the employees are thinking. An 
alert management will be interested in 
knowing what its employees are thinking 
about its policies, supervisors, and work- 
ing conditions. 


The resulting effect of lack of infor- 
mation concerning company affairs on the 
part of employees was emphasized in one 
company by a_ succinct management 
memorandum to supervisors that “What 
an individual does not understand he 
opposes.” Management would do well to 
remember that although workers may not 
be informed by management they are not 
stupid. If management desires the sup- 
port and understanding of its employees, 
it must give them the information which 
makes understanding possible. This view 
was well expressed by the president of 
a union local when he remarked to the 
company president that: 


“You fellows don’t stand a chance 
4Henry Hazlett, ‘Whose Corporations Are 


They?” 15th Annual Meeting, Controllers 
— of America, New York, September, 


5Suggestions For Communications to Em- 
ployees, Chamber of Commerce of the United 
States, p. 3 
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of getting the loyalty or support that 
we do from workers because you are 
too far from them ... we know them 
and talk to them.” 


The 1944 and 1947 “Annual Survey of 
Worker Opinion” conducted by Factory 
Management and Maintenance asked the 
question: “Do you feel that the head 
men of your company have the workers’ 
interest at heart; or do you feel they 
are not much concerned?” The replies 


were as follows: 

all non- 
November 1944 workers union union 
Have interest at heart... 56% 68% 51% 
Not much concerned 85% 26% 40% 
ING 9% 6% 9% 


all non- 
November 1947 workers union union 
Have interest at heart... 55% 638% 52% 
Not much concerned ......... 39% 31% 42% 
ING 6% 6% 6% 


The significant point revealed by this 
survey is that in 1944, thirty-five out of 
every hundred workers questioned were 
of the opinion that top management had 
little interest in them, and nine out of 
every hundred had no opinion. In other 
words, forty-four out of a hundred were 
not convinced of management’s interest.® 


In 1947, the picture shows that forty- 
five out of every hundred workers re- 
mained unconvinced as to management’s 
interest in them, and thirty-seven out of 
each hundred non-union workers were 
unconvinced as to management’s in- 
terest. 


Even if the possibility is admitted that 
the viewpoint of union workers is biased, 
we still have to face the fact that in 
1947, thirty-seven per cent of the non- 
union workers were not convinced of 
management’s interest in them. 

In 1947 the Ford Motor Company sent 
a questionnaire to 120,000 employees. 
Approximately 22,000 replies were re- 
ceived. One question asked: “Do you 
feel you are well informed about the 


6“‘What the Factory Worker Really Thinks”, 
Factory Management and Maintenance, De- 
cember, 1947, pp. 86-92. 


Company’s personnel policies — what 
the company expects of you and what it 
is trying to do for you?” Thirty-two and 
six tenths percent of those who replied 
felt “the policies had not been completely 
explained to me”, and 38.8 percent felt 
“the policies have never been explained 
to me.” In summary, seven out of ten 
of those who replied did not feel they 
were informed satisfactorily on company 
policy.7 


In February, 1948, Mr. A. S. Iglehart, 
President of General Foods Corporation, 
commented as follows on management’s 
failure to communicate with its employ- 
ees: 

“We are adept in the communica- 
tion of market prices, production 
orders, shipping instructions and the 
like. But we have been inept in the 
communication of ideas — and of the 
information which creates understand- 
ing among people who work together 
in an enterprise. Management has 
left open a wide hole through which 
its adversaries are driving truckloads 
of half truths and falsehoods.’ 
Adequate communication between man- 

agement and its employees is not a 
panacea for employee-employer friction, 
but one can state confidently that ade- 
quate communication is a cardinal factor 
in effective employee-employer relations. 
If Bill and Tom and George know “why,” 
there will be less likelihood of misunder- 
standing. If what the workers are told 
does not match up with what they have 
experienced, distrust will develop. 


Effective communication is lacking not 
only at the worker level, but is also fre- 
quently lacking or inadequate at the 
supervisory level. A recent nation-wide 
survey of 1,602 industrial supervisors, a 
cross section of American industry, was 


7Factory Management and Maintenance, 
June 1947, p. 182. 

8Iglehart, Austin S.—‘A Challenge to 
American Management,” Address before the 
Frage _ of New York, February 21, 1948. 
age 
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made by Dr. James H. Mullen of Temple 
University.9 


This study reveals some of the 
deficiencies in downward communications 
at the supervisory level. The following 
question was asked with respect to the 
communication of company policies: ... 
“Whenever I am faced with a problem 
which requires the application of Com- 
pany policy,” 

Percent Replying 
All 


super- Fore- 
visors men 


a. I am always certain what 

the company policy is ... 18 13 
b. I usually know what the 

company policy is ....... 62 62 
ce. I am likely to be wrong 

as right on what company 


d. I ean seldom be sure what 

the company policy is ... 6 8 
e. I can never be sure what 

the company policy is ... 2 


Twenty-five percent of the foremen 
indicate they are frequently at a loss as 
to which company policy is applicable 
in a given situation. Only one foreman 
in eight (13%) replies that he is al- 
ways certain what policy is applicable. 

A second question in Dr. Mullen’s sur- 
vey asks: “... When important changes 
are made in company procedures and 
policies, I learn about them:” 

Percent Replying 
All 
super- Fore- 
visors men 
a. Promptly through estab- 
lished lines of communica- 


b. Not always promptly but 
through established lines 


of communication ....... 39 37 
ce. From other supervisors or 

Stall MEMBETS 21 26 
d. From non-supervisory em- 


Only twenty-seven percent of the fore- 
men indicated that they learned of the 
changes promptly and through estab- 
lished lines of communication. Thirty- 
six percent of the foremen reported 

9James H. Mullen. A Study of Supervisory 


Attitudes in Selected Labor Markets. Ph.D. 
Thesis, University of Pennsylvania, 1955. 


that they learned of the changes through 
other than established lines of communi- 
cation. 


The foreman is expected to be in- 
formed concerning changes, yet only one 
in four (27%) reports that he learns of 
these changes “promptly through estab- 
lished lines of communication.” How- 
ever, foremen who are inadequately or 
belatedly informed concerning company 
policies cannot be expected to apply these 
policies correctly and promptly. Com- 
munication appears to be weak where 
the need is greatest, at the foreman 
level. 


Supervision 


The second area of needed improvement 
is that of front line supervision. Labor- 
management relations at the plant level 
will be deficient if foremen are dissatis- 
fied, poorly selected, and poorly trained. 

If the quality of supervision is poor, 
the cause is usually poor selection or 
poor training. Recently the chief engin- 
eer of a company which operates twenty 
plants throughout the United States 
spoke of his company’s supervisory prob- 
lem. In the opinion of its management 
some supervisors were not performing at 
the desired level of effectiveness. A con- 
sultant found that a number of super- 
visors did not possess the aptitudes 
required for success in their particular 
type of work. 

The ideal supervisor is a man of many 
qualities. In addition to possessing tech- 
nical proficiency, he should be aware of 
the attitudes, likes and dislikes of his 
men. He should be able to rate his men, 
and explain tactfully how they can im- 
prove themselves. He should be able to 
induct new employees and to instruct 
them effectively. He should be well 
versed in the provisions of the labor 
agreement. 

However, when we ask, does manage- 
ment devote adequate attention to the 
selection and training of its supervisors, 
too often the answer is in the negative. 
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C. F. Mugridge, a management authority, 
succinctly describes the lack of care in 
selecting supervisors, as follows: 


“Consider for a moment the common 
method of appointment to the lower 
management group. It is shamefully 
ludicrous. Usually it takes place after 
a frantic meeting in which somebody 
decides a department needs more 
supervision. Several of the best work- 
ers are selected as candidates. Job 
knowledge is always the first requisite; 
in some plants seniority comes next. 
After some discussion, which may dis- 
close that none of the candidates is 
suitable, one is chosen. Today a work- 
er; tomorrow a manager. Little won- 
der that so many flagrant violations of 
the laws of good management are com- 
mitted. For not even an exceptional 
person can successfully stand up 
against the many and complicated 
business problems of today without 
training. Think of the results’ when 
the appointee does not even possess 
potential ability — and there are 
many such cases.’”10 


Not infrequently management has 
assumed erroneously that the best worker 
makes the best supervisor. Evidence 
indicates that personality, understand- 
ing, and cooperation, have been given 
insufficient weight, compared with job 
knowledge, in the selection of supervis- 
ors. A. R. Lateiner, of the City College 
of New York, concludes from a study of 
10,000 supervisors that: 

“The great majority of all the 
thousands of bosses I have interviewed 
were failing to get the best effort out 
of their people. Perhaps the reason 
for this is that most of the bosses 
were selected for seniority or techni- 
cal knowledge, but with little thought 
given to their ability to handle or in- 
spire people.”11 
In selecting supervisors management 

should evaluate carefully the company 
history, outside interests, and attitudes 
of those under consideration for promo- 
tion. Tests do not entirely solve the 
selection problem but a _ well-balanced 
battery of personality, social maturity, 


10C. F. Mugridge, ‘‘The Foreman—The Job 
and The Man,” Production Series 166, Ameri- 
can Management Association 1946, pp. 6-7. 


11A. R. Lateiner—‘‘How Good Is Your 
~~ The American Magazine, August 1948, 
p. 46. 


interest, aptitude and reading tests, 
coupled with a complete history of the 
individual, serve to increase the possi- 
bility of selecting a competent super- 
visor. 

Illustrative of a carefully planned and 
executed program for selecting foremen 
is that used by the Owens-Corning Fiber- 
glass Corporation. The principal phases 
covered in selecting a foreman are: 
(1) Health; (2) Work record, “particu- 
larly how they have gotten along with 
their fellow workers and their super- 
visors”; (8) Experience, this includes 
background information, type of home 
life, success in handling situations; (4) 
Interests, the candidate’s likes and dis- 
likes; (5) A battery of tests to determine 
aptitudes or capacities. “It has been 
found,” states C. S. Steinmetz, Director 
of Training, “that between 80 and 85 
percent of failures on the job are not 
due to lack of capacities but rather to 
the inability of individuals to handle 
themselves or get along with others.”?2 


A second example of planned selection 
of supervisors is provided by British 
industry. Under the guidance of the 
National Institute of Industrial Psy- 
chology, British industry has been ex- 
perimenting during the last several 
years with a method of selecting key 
personnel such as management trainees, 
salesmen and foremen. The candidates 
are given a series of standard tests. 
Each candidate is then interviewed by a 
selection board made up of an industrial 
psychologist, the general manager of the 
company, and the plant manager.13 

The industrial psychologist encourages 
the candidate to talk about his hobbies, 
school life, home background. Duties of 
the job, salary and related topics are dis- 
cussed by the general manager. The 
plant manager endeavors to evaluate the 
candidate’s technical knowledge. 


A dinner is held which is attended by 


12C, S. Steinmetz, “Selection and Develop- 
ment of Foremen,” Production Series 174, 
American Management Association, 1947, pp. 


13], M. Fraser, “The Group Method of 
Executives,’ Personnel, July, 1949, 
pp. 


r 
1 
y 
f 
) 


28 EMPLOYEE-EMPLOYER RELATIONS AT THE PLANT LEVEL 


the candidates and by the three mem- 
bers of the selection board. During the 
dinner an informal discussion is held on 
economic questions. 


On the second day a group discussion 
is held in which the candidates are asked 
to discuss among themselves a practical 
problem of the plant. The selection 
board then rates the several candidates. 


British companies which have used 
this “group method” of selecting key 
personnel feel that it has been success- 
ful, first, because through the use of 
tests, interviews, and observation in 
group discussion, a detailed evaluation is 
provided; second, the opinions of several 
evaluators are taken into consideration 
in making the selection. 


Supervisory Development 


The third area wherein much needs 
to be done is supervisory development. 
Assuming that management has selected 
those who possess potentials for growth 
and development, it cannot be assumed 
that the selectees will blossom naturally 
into high-grade supervisors. The fore- 
man is told that he represents manage- 
ment to the workers, and the workers to 
the management; that he should know 
how to instruct; that he should be a 
leader. He is also told that he should be 
able to bring about improvements in pro- 
duction methods. He should know how to 
handle grievances, and he should under- 
stand company policies. This wide 
variety of tasks rests upon first line 
supervisors, many of whom have little 
foreman education, and relatively little 
experience outside the firm where they 
are employed. It may be argued that 
large companies can afford the necessary 
supervisory training. However, the fact 
that a large company can afford train- 
ing does not mean that it is aware of 
the need for training. 


It is also to be remembered that the 
average American business is not large. 
An indication of the attitude of some 
small and medium size businesses toward 
supervisory training is afforded by the 
above mentioned study of twenty-five 


plants in Detroit, Cleveland and Colum- 
bus. This study concludes with respect 
to supervisory training that: 


“The relationship between enlight- 
ened supervision and greater employee 
morale and productivity has not been 
accepted by this group of managers. 
The supervisor is not considered a 
leader, a teacher, a trainer, a coun- 
selor, an organizer of human equip- 
ment, and a maintainer of high em- 
ployee morale. These managers con- 
sider the supervisor to be the over- 
seer, the production checker. Typical 
remarks by presidents of these firms 
were ‘What the foremen have to know, 
V’ll tell them,’ or ‘Why should we play 
school for our employees?’ ” 


There is abundant evidence that newly 
appointed foremen, and not infrequently 
foremen of considerable experience, are 
untrained or poorly trained in the prin- 
ciples and techniques of supervision. 
From this deficiency stems much of the 
present day dissatisfaction among work- 
ers. Illustrative of this deficiency is the 
following statement by a worker: 


“The foreman and_ superintendent 
are ordinarily the two most responsi- 
ble for the bad morale in the shop. 
They are seldom what they should be 
or could be. Recently, some attempts 
have been made to teach the foreman 
to be human. It would help tre- 
mendously if management, having 
taught the foremen to be human, did 
the same thing with the majority of 
superintendents. But the presence of 
meanness, arrogance and partiality in 
foremen and superintendents is not 
their only short-coming. They are 
often poor organizers, frequently com- 
plicating the men’s tasks while de- 
manding from them greater and 
greater output. Sometimes they get 
away with it, sometimes in resentment 
the men slow down.”14 
Lest the reader conclude that inade- 

quate training of supervision is confined 
to small companies or to companies in 
a limited geographical area of the 
country let us turn again to Dr. Mullen’s 
study of 1,602 industrial supervisors. 
With respect to training, the supervis- 
ors were asked: “. . . In my opinion, 


the program in my company for training 
14N, Sabsay, ‘From the Workers’ Point of 


View,” Harvard Business Review, Spring, 
1947, pp. 339-347. 
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supervisors in such matters as labor and 
human relations, grievance procedure, 
how to apply the Union contract, etc; 


has been:” 15 
Percent 
Answering 
All 
super- Fore- 
visors men 


. We have no such program 7 31 


a 
e. Rather inadequate ...... 9 y 
f.. Definitely poor 5 7 


Forty-five percent of the foremen 
worked in companies which had no 
supervisory training program in indus- 
trial relations or had inedequate or poor 
programs. Only 12 percent of the fore- 
men, 1 out of 8, rated the training pro- 
gram as “excellent.” 


CONCLUDING OBSERVATION 
Grievances, whether real or imagined, 
are costly. They cost in slow-down, 


15James H. Mullen, op. cit. 


walk-outs, and in time spent in their 
being processed through the grievance 
procedure. Sometimes grievances result 
in arbitration proceedings which, in addi- - 
tion to the direct monetary costs in- 
volved, also consume the time of manage- 
ment and union officials. 

Improved communications and more 
adequate selection and training of first- 
line supervisors will not solve all 
employee-management relations prob- 
lems at the plant level. However, they 
will contribute appreciably to reducing 
the number of such problems. Moreover, 
they will increase the speed and effective- 
ness with which supervision handles 
those problems which do arise. 


The question is not whether an em- 
ployer can afford to improve communi- 
cations, and the selection and training of 
first-line supervisors, but whether he can 
afford to continue to ignore these sig- 
nificant contributors to better employee- 
employer relations at the plant level. 
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Index Numbers and Ratios 


by W. A. HOWE* 


A comparative analysis of accounting 
results using actual and adjusted data 
for financial and policy making reports, 
this article concludes that both have a 
usage and suggests methods of applying 
analytical techniques to both. 


A NUMBER of studies have been con- 
ducted in which index numbers have been 
used in an effort to determine the effect 
of changing price levels on income and 
accounting procedure. Opinions vary 
among accountants as to the value of the 
use of index numbers to set up records 
in terms of a stabilized value. Some are 
in favor of making conversion by the use 
of index numbers a part of standard 
accounting procedure. Others feel that 
no such innovation should be attempted. 


Much time and a great amount of 
money have been spent on these studies. 
Therefore, it seems that many realize 
that both inflation and deflation create 
an accounting problem and are making 
considerable effort to find a solution. 

Some studies have been made in which 
only the values of long-term assets were 
adjusted, affecting mainly balance sheet 
items. This adjustment was made in 
recognition of the fact that assets of 
long standing, which are carried on the 
books at cost less depreciation, were re- 
corded in terms of dollars of a vastly 
different purchasing power from that of 
current assets. 

Others have gone further and have ad- 
justed all accounts to a common basis, 
either in terms of current dollars, or in 
terms of the value of a dollar of some 
earlier base period. 

The results of such conversions may 
present an alarming picture, because the 


*W. A. Howe is Chairman of the Accounting 
Department of the School of Business and 
Public Administration. 


purchasing power of a dollar has de- 
creased approximately fifty percent dur- 
ing the last fifteen years. Companies 
which have been in operation for fifteen 
or more years may find a substantial 
change in amounts before and after ad- 
justment to a common basis. This would 
be true particularly for those companies 
having a large portion of their capital 
invested in fixed assets of long standing. 


In those experiments in which accounts 
have been adjusted to a base period as 
of the end of the years studied, the 
greatest variances between the reported 
and adjusted amounts appear in the 
earlier years. In those studies in which 
the conversion was made to values as of 
the beginning of the period studied, as 
a rule, the greatest differences occur in 
the later years. This is because these 
variances represent deviations from the 
base period, which become greater as 
time passes. The more remote years 
from the base period, ordinarily, will 
show the greatest deviations because the 
general trend in price levels has been to 
rise. There have been periods of infla- 
tion and deflation, but over a period of 
years prices have not returned to their 
earlier lows. Thus, time has an im- 
portant effect upon transactions. 


RATIO ANALYSIS 


In the studies made up to this point, 
conversions and comparisons have been 
made in terms of absolute amounts only. 
When a recorded amount of $100.0 million 
is reduced through adjustment to less 
than $50.0 million over a fourteen year 
period, the variance between the absolute 
amounts is alarming. 


However, to get a complete picture of 
the effects of changing price levels on 
accounting, it is necessary to go further 
in the analysis. A good portion of 
accounting analysis consists in the use 
of ratios from which company policies 
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are determined and by which company 
standing is measured. The use of ratios 
should play an important part in de- 
termining the effects of changing price 
levels on accounts and on their relation- 
ship to each other. The picture pre- 
sented by a comparison of ratios com- 
puted from the reported and from the 
adjusted amounts is very different from 
that presented by a comparison of abso- 
lute amounts alone. Therefore, it is 
necessary to consider both the differences 
between the reported and adjusted 
amounts, and the differences between the 
ratios computed on the reported and 
adjusted amounts. 


A study has been made of a large 
manufacturing concern. Its identity is 
unimportant here; therefore, to conceal 
its identity, all amounts have been re- 
duced proportionately, which will not 
change the effect. 


The balance sheets and profit and loss 
statements over a fourteen year period 
were used in this study. Adjustments 
were made to translate the reported bal- 
ances in all accounts to a common value. 
This was accomplished by dividing the 
reported amounts by the applicable index 
numbers from the retail price index for 
all commodities of the United States 
Department of Commerce, using as a base 
1935-39 to equal 100. 


All monetary items, including all 
accounts such as cash and those accounts 
which could be readily converted into 
cash, or settled with cash, were con- 
verted to a common basis by dividing 
the reported amount by the index num- 
ber as of the end of the fiscal year. The 
adjusted value of preferred and common 
stock was determined by the same pro- 
cedure. 


Fixed assets were adjusted by the use 
of an index number which represents the 
average index for the year in which the 
assets were acquired, with the exception 
of the fixed assets acquired prior to the 
first year of the study. For the purpose 
of this study these were assumed to have 
been acquired in that year and were ad- 


justed accordingly. 


The reserve for depreciation was ad- 
justed in the same manner as the fixed 
assets. 


The inventories, for which the FIFO 
method had been used, were adjusted by 
an index number which represented the 
average of the index numbers for the last 
three months of the fiscal year. This 
was done because it was estimated that 
the inventories turned over four times 
a year. 


Deferred charges, also, were adjusted 
by the use of the average index number 
for the last three months of the fiscal 
year. 


Most income and expense items were 
adjusted by dividing the reported 
amounts by the average index number 
for the fiscal year. In the case of de- 
preciation the adjustment had to be 
made according to the year of acquisition 
of related assets. The average index 
number for the year of acquisition was 
used in making these adjustments. 


Comparative balance sheets and com- 
parative profit and loss statements were 
prepared for the years studied. These 
presented the reported amounts and the 
values adjusted to 1935-39 purchasing 
power. Because the accounts were ad- 
justed to a base period as of the be- 
ginning of the years studied, the vari- 
ances between the reported and adjusted 
values are slight for the early years. 
However, they generally become progress- 
ively greater as time passes, until in the 
last year studied, in most cases, the 
variance is approximately 50 percent of 
the reported amount. 

Comparative balance sheets for 1939 
and 1952, the first and last years studied, 
are presented in Table 1. In many 
accounts, the variances between the re- 
ported and adjusted figures for 1952 are 
greater than the adjusted amount. For 
example, the total current assets re- 
ported in 1952 were $71.0 million. By ad- 
justment, this was reduced to $33.6 mil- 
lion. The reduction through adjustment 
amounted to $37.4 million, which is an 
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1939 1952 
ADJUSTED VARIANCE REPORTED ADJUSTED VARIANCE 
ASSETS 

Plant and equipment $10,h00 $10,452 § 52* $3,728 $ 27,968 $15,760 
Depreciation allowance 1,012 1,007 11,136 8 __2,267 

Net plant and 
equipment $ $ 32,592 $ 13,493 


$ 9,388 $ 
Deferred charges, etc. 231 232 


Total noncurrent assets$ 9,619 §$ 9,677 


Total assets $2,505 


LIABILITIES AND NET WORTH 


Current liabilities $ 1,472 $ 1,463 $ 9 $49,199 $ 23,306 §$ 25,693 
Fixed abilities 1,110 1,103 7 465 2s 
Preferred stock 2: 25 16 95104 4,323 4,791 
Common stock equity 7,456 7,547 _b9,293 26,972 22,321 

Total liabilities and 

net worth $ 12,76 $12,805 592 $108,061 54,812 53,2h9 
Denotes an increase by adjustment. 

Amounts given are for thousands of dollars. 

TABLE 2 
COMPARATIVE PROFIT AND LOSS STATEMENTS 
1939 1952 
REPORTED ADJUSTED VARIANCE REPORTED ADJUSTED VARIANCE 

Sales $ 8,338 $ 8,388 § 50 $273,253 $129,935 $113,318 
Expenses: 

Cost of sales other 

than depreciation $ 57 $2h1,208 $104,697 $126,511 


$ 9,457 $ 9,514 
Depreciation 556 560 
Purchasing power loss 
(gains~) on net monetary 


4 3,427 1,874 1,553 


11,893 5,656 6 
General expenses 289, 
Inc taxe 13, 8 
Net tricome (loss+) $ 1, 6752 $ 1, 6861 $ § 5,476 $ 2,106 $ 3,070 


lNegative figure. 


Amounts given are for thousands of dollars. 


amount $3.8 million more than the ad- 
justed value. 


The net value of plant and equipment, 
in 1952, was reported to be $32.6 million. 
After adjusting this by means of the 
application of the appropriate index 
numbers, the amount was reduced to 
$19.1 million, a decrease of $13.5 million. 

In the same year, the total assets 
were reduced by adjustment from $108.0 
million to $54.8 million. This made a 
difference of $53.3 million. 


The variance in proportion to the orig- 
inal amount seems alarming. From these 
figures it would seem that there is 
urgent need for doing something about 
it from an accounting and a managerial 
point of view. 


It is at this point that other studies 
of index numbers have stopped. How- 
ever, in order to evaluate the real effect 
of inflation and deflation on accounting 
records, it is also necessary to consider 
certain ratios which are important in 
analyzing accounting records. 


TABLE 1 
ti 
ee COMPARATIVE BAIANCE SHEETS b 
n 
a 
a 
i 
1 2,119 2,3 
$582 $37,075 $21,218 15,857 
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In considering ratios, the algebraic 
truth that both sides of an equation may 
be multiplied or divided by the same 
number without changing the relation- 
ship of two sides of the equation would 
apply to the effect of inflation on account- 
ing records, providing both sides of the 
accounting equation were affected in 
exactly the same proportion. However, 
it has been found that inflation has not 
affected all accounts to the same degree. 
For example, long-term assets are 
affected by inflation much differently 
than current assets. The important 
point to determine is whether, in the 
final analysis, there is enough difference 
resulting from the effect of inflation on 
the various accounts to throw the ratios 
too far out of line. This can be de- 
termined only by a comparison of the 
ratios computed on the reported and the 
adjusted amounts. 


RESULTS OF RATIO ANALYSIS— 
ADJUSTED DATA 


While the current assets were substan- 
tially reduced by adjustment, the current 
liabilities were similarly reduced, so that 
the current ratios on the _ reported 
amounts in these accounts were very 
close to those ratios computed on the 
adjusted amounts. For example, in 1952 
the current ratio was 1.42 - 1 on the 
reported basis and 1.44 - 1 on the ad- 
justed figures. Actually the _ ratios 
computed on the adjusted amounts indi- 
cated a little better company standing 
than the ratios computed on the reported 
basis. 


The equity ratios, also, are interesting 
in this respect. While total assets were 
reduced approximately 50 percent by ad- 
justment in 1952, the equity ratios 
improved by adjustment. On a reported 
basis, the claims of the creditors 
amounted to 46 percent of the total 
assets, leaving 54 percent for the stock- 
holders of the firm. On an adjusted 
basis, the claims of creditors amounted to 
43 percent of the total assets, leaving 
57 percent for the stockholders. 


The above is representative of the re- 


sults of the analysis of balance sheet 
items and ratios before and after adjust- 
ments. The profit and loss statements 
should be subjected to a similar analysis. - 


In this study, what was generally true 
of deviations between reported and ad- 
justed amounts in the balance sheet was 
also true of profit and loss items. To 
be specific, ordinarily the more remote 
years from the base period will show a 
greater variance between reported and 
adjusted values than the years close to 
the base period. 

The comparative profit and loss state- 
ments in Table 2 present the reported 
and adjusted amounts for the first and 
last years studied. 


In 1952, all accounts in the profit and 
loss statement were substantially re- 
duced by the application of index num- 
bers. In some cases, the variance was a 
little more than the adjusted amount, in 
some cases a little less; but in all cases 
it was approximately 50 percent of the 
reported amount. 


The variance for depreciation was not 
so great as for some of the other 
accounts, because, in making the adjust- 
ment for depreciation, consideration was 
given to the year of acquisition of the 
related asset. 

Management, stockholders, and wage- 
earners are interested in the net income 
of the firm. In 1952, when the purchas- 
ing power of the firm’s reported net 
income of $5.5 million was worth only 
$2.4 million in terms of 1935-39 dollars, 
the amount of variance gave reason for 
concern. Moreover, the publication of 
an inflated income figure could cause 
repercussions from wage-earners and 
stockholders who might not understand 
why they should not have a larger share 
of the “increased” profits. 

If management has adjusted state- 
ments to present to interested stockhold- 
ers and wage-earners, it can point out 
that, in 1952, profits as reported were 
$6.2 million greater than in 1939; while, 
on an adjusted basis, profits in 1952 were 
only $3.1 million greater. It would be a 
definite advantage for management to 


| 


INDEX NUMBERS AND RATIOS 


Millions of dollars 


“Yoso 104110431048 
REPORTED 

ADJUSTED 


have this information at its command. 


However, in determining company 
policies, management should not stop 
with a comparison of only absolute 
amounts as reported and adjusted. As 
for balance sheet items, it is necessary 
for them to consider the relationship be- 
tween the various accounts; for example, 
between profit and sales. Again, if both 
sides of the accounting equation have 
been inflated proportionately, the ratio 
will be unaffected. 

For this company, the rate of profit 
on sales fluctuated greatly during the 
years studied, but there was a close cor- 
relation between the ratios computed on 
the reported figures and those computed 
on the adjusted values. 

Chart I shows the reported and ad- 
justed profit for the fourteen years. 
Chart II presents sales. graphically. 
Both profit and sales show a generally 
progressive deviation between the re- 
ported and adjusted values as time 
passes, which is typical in the compari- 
sons of absolute amounts. This fact 
might be very disturbing to manage- 
ment. 

However, Chart III, which shows the 
relationship of sales to profit, indicates 
that the relationship has not changed 
greatly over the years. This fact is 
important. 


Chart II 


Millions of dollers 
300 


° 
1959 1941 1945 1945 1947 1949 


REPORTED 
ADJUSTED 


1961 1953 


Similarly, the other commonly com- 
puted ratios indicate that the relation- 
ship of the company’s accounts was not 
greatly altered by inflation. The rate of 
return on the common stockholders’ 
equity varied from year to year, but 
there was a close correlation between the 
rates as calculated on the reported and 
adjusted bases. 

In both the balance sheet items and 
the profit and loss items, the absolute 
amounts indicate the great impact of 
inflation on accounts. However, the im- 
pact is lessened considerably by an 
analytical comparison of the ratios com- 


puted from reported and _ adjusted 
amounts. 
Chart III 
SALES TO PROFIT 
4 7) 


1945 1945 1947 1949 


REPORTED 


1951 1983 


ADJUSTED 
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CONCLUSION 


The chief advantage of adjusting com- 
pany statements by the use of index 
numbers is that such a conversion would 
translate all amounts to constant dollar 
values, enhancing comparability from 
period to period. It would facilitate the 
comparison of accounts in any year’s re- 
ports, as it would convert the amounts 
into like terms. 


Each company is affected by inflation 
a little differently from every other com- 
pany, in-as-much as the amount, age, and 
life of its assets and other accounts are 
somewhat different. It is impossible to 
know just what the effect of inflation 
has been on any one company until such 
a study has been made. Therefore, in 
order to determine whether or not the 
company today is operating with the 
same efficiency as it did some years ago, 
it is necessary to remove from its records 
the effects of inflation before an accurate 
comparison can be made. 


If the present trend of rising prices 
over the years should continue indefi- 
nitely, the cost of replacing obsolete and 
exhausted assets will be much greater 
than the original cost. It is necessary 
for a company to be able to replace such 
assets as needed. It must provide for 
such replacements through the retention 
of earnings. The company must not be 
misled by inflated figures to the place 
where it is paying dividends out of capi- 


tal. This could happen if conventional 
reports only were used in policy making. 

The use of adjusted reports helps to 
remove the guesswork from policy mak- 
ing and is a step toward more scientific 
planning. 

However, as yet there is no method 
of adjustment which has been uniformly 
accepted by the accounting profession. 
There are many arbitrary factors such 
as the selection of the index numbers to 
be used for conversion, the method of 
applying them, and the selection of a 
base period. The end results will vary 
according to the choices made. Until 
some procedure is standardized and uni- 
formly accepted, there are too many 
arbitrary factors involved to make it ad- 
visable to replace the traditional account- 
ing records with adjusted statements. 

Therefore, the author recommends 
that, for the present, traditional account- 
ing reports be augmented periodically by 
reports adjusted to amounts in terms of 
constant values. These should be auxili- 
ary reports and should not be used to 
replace the conventional reports based on 
cost. 


Finally, conversions must be complete, 
including all accounts. Along with 
analyzing the absolute amounts, it is 
necessary to consider the relationship of 
the various accounts as indicated by 
ratios computed on the reported and the 
adjusted amounts. 
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Philadelphia Business Index 


The September 1950 issue of the Bul- 
letin presented a new index of general 
business conditions in the City of Phila- 
delphia. This series, prepared and since 
maintained by Robert T. Kline, was de- 
signed to reflect economic activity 
exclusively within the boundaries of the 
City of Philadelphia. It was originally 
based upon a combination of statistical 
data representing (1) industrial electric 
power sales; (2) indexes of employment 
and employee-hours; (3) department 
store sales!; (4) bank debits?; and (5) 
total construction. Because the method 
of reporting certain data is under re- 
vision by the originating agencies, the 
change in average weekly hours worked 
and the monthly change in total employ- 
ment in the Philadelphia metropolitan 
area, both prepared by the Department 
of Research of the Federal Reserve Bank 
of Philadelphia, have been substituted 
for (2) above. This is a temporary ex- 
pedient to maintain continuity of the 


'The revised index of Department Store 
Sales, published by the Federal Reserve 
Bank of Philadelphia, has been used in the 
composite index since October, 1951. 

?The revised Wholesale Price Index, all 
commodities, published by the BLS, is used 
beginning January, 1952 as a deflationary 
index for the Bank Debit Series. 


index. The original data series will be 
restored after revision. 

The following table presents the index 
for the years 1939 through 1955 and by 
month from September, 1955.3 


Index of General Business Conditions, 
City of Philadelphia, 1947=100 


Year Index Month Index 
1939 73 1955 

1940 1 Sept. 129.9 
1941 96 Oct. 128.6 
1942 99 Nov. 125.9 
1943 106 ec. 123.5 
1944 106 1956 

1945 98 Jan. 126.4 
1946 100 Feb. 124.2 
1947 100 Mar. 1234 
1948 103 April 1277 
1949 97 May 129.7 
1950 108 June 127.6 
1951 111 July 129.0p 
1952 111 Aug. 129.2e 
1953 119 Sept. 129.8e 
1954 119 

1955 124 


p=preliminary 
e=estimated. Based on currently pub- 
lished weekly indicators. 


‘Kline, Robert T., “A Measurement of 
General Business Conditions in the City of 
Philadelphia.” Economics and Business 


Bulletin, Temple University School of Busi- 
ness and Public Administration, Philadel- 
phia, Pa., September, 1950, pp. 33-40. 
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